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MONDAY, MARCH 28, 1955 


House or REPRESENTATIVES, 
Suscomitree No. 5 or THE Setecr CoMMITTEE 
To Connucr a Stupy AND INVESTIGATION OF 
THE PropLeMs OF SMALL Business, 
Washington, D. C. 

Yhe subcommittee met, pursant to notice, at 3:15 p. m., in room 
429, House Office Building, Washington, D. C., Hon. James Roosevelt 
(chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed, and Sheehan. 

Also present : Everette MacIntyre, staff director and general counsel, 
Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosrevettr. The committee will come to order, please. 

I would like to make this opening statement so that we can all be 
clear as to the purpose of this subcommittee and this proceeding. 

Subcommittee No. 5 of the House Small Business Committee, con- 
sisting of Hon. Tom Steed, on.my right, Hon. Timothy P. Sheehan, 
on my left, and myself, as chairman, has been authorized by the full 
committee to investigate and study distribution problems affecting 
small business, 

One of the larger ents of small business in our country consists 
of some 200,000 gasoline station operators who lease their stations 
from major oil companies. Many of these operators, individually and 
through their State and national retail associations have complained 
to this committee that certain coercive, discriminatory and related 
practices on the part of the major oil companies have Teeoitd their 
independence as small-business men and their ability to survive unless 
they follow the demands and dictates of the major oil companies. As 
a result of these practices, the committee has been informed that one- 
third of the 200,000 operators or 66,000 leave the business every year. 

Now the eta and function of this subcommittee is: first, to 
determine whether.such charges are true; second, if the charges are 
true, to determine whether these small-business men have a present 
remedy under our laws and whether it is being enforced by the proper 
Government agencies, 

I would point out that there exists at this time certain court 
proceedings which are underway concerning these very allegations, 
one of them in California, and one of them, I believe, in Phila- 
Oniphin at the present time. I think it is also a matter of known rec- 
ord that. many of these allegations have been made previously, before 
certain committees of both the House and the Senate and, ini 
this is not a new subject. 
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Of course, the main thing we are interested in is why do these com- 
plaints persist and why is it that it appears —— over and over 
again without having arrived at a seeming remedy. 

Third, to recommend legislation if we find both. that the charges 
are true and that no adequate remedy exists under present laws. _ 

It is the feeling of this subcommittee that it can best determine 
whether or not the charges of the retail dealers are true by providing 
that all interested parties may be heard. Accordingly, we have at- 
tempted to determine what specific oil companies might be mentioned 
in the testimony of the retail dealers and have notified such companies 
of the hearings and have invited their representatives both to be 
present and to submit for the consideration of this subcommittee any 
questions or facts they might deem relevant. In addition, an oppor- 
tunity will be given such companies to testify at later hearings. 

This subcommittee will, of course, make no determination of the 
truth of the charges until all the evidence has been submitted. In addi- 
tion, we feel it is in accord with our traditions of fair play, and inci- 
dentally, the rules of the House. It will also aid the committee in ascer- 
taining the truth if we attempt, insofar-as it is possible at the begin- 
ning of the hearings, to summarize what we believe will be the gen- 
eral nature of the testimony which will follow. We hope that this 
also will give the members of the press leads from which they can fol- 
low the proceedings of the hearings as they continue. Such a sum- 
mary cannot of course be either an accurate or an all-inclusive state- 
ment. We are hopeful, however, that at least, in part, it will apprise 
the major oil companies of the nature of the charges to be made, so 
that they can more accurately and easily prepare their own testimony 
and statements if they do desire. 

The general charges which we expect will be made by the gasoline 
station dealers are as follows: 

1. That there is no price competition between the major oil com- 
panies who have monopolized the entire industry. 

2. That the major oil companies, to acquire and maintain control 
over the retail market of and price for gasoline, have engaged in and 
follow specific coercive and oppressive practices. 

3. That such practices include, but are not limited to, the disciplin- 
ing of gasoline station operators—and in particular those handling 
off brands of gasoline who attempt to cut prices below that allowed 
by the majors—by forcing price wars, and the disciplining of independ- 
ent operators handling the gasoline of the majors by canceling their 
short-term leases or supply contracts when they do not follow the de- 
mands and the dictates of the majors. 

4. That in setting and enforcing retail and wholesale prices, the 
major oil companies recover the greatest part of the price paid by the 
consumer by keeping their margin of profit on wholesale gasoline 
exceptionally high and by keeping the retail dealers margin of profits 
exceptionally low. 

5. That the major oil companies force out of business any retail 
operator who gains that degree of success in his business which might 
constitute a threat to the market and the market policies of the majors. 

6. That the major oil companies force their retail outlets to bear the 
cost of disciplining other members and of moving distressed gasoline 
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by the following procedures: if the major oi] company wishes either 
to discipline an operator who has cut prices or if they merely wish 
to sell an oversupply of gasoline in a given area, it allows a discount 
on the wholesale price to one of its dealers providing that the dealer 
will cut his retail price by the amount of the wholesale discount. Such 
price cutting by the favored dealer forces all other dealers in the vicin- 
ity to similarly cut prices, although they receive no wholesale discount, 
and their margin of profits is usually wiped out. 

7. That the major oil companies use their coercive control over the 
retail outlets to force exclusive dealings in not only oil and gas but also 
tire, battery, and automotive accessory items usually known as TBA 
items. 

Mr. Roosrvetr. Mrs. Powell, because of the nature of the testimony, 
I think it is going to be necessary for me to administer the oath to you 
so that your comments are made under oath. Therefore, I will ask you 
to stand, if you would, with me, and I will ask you this question: Do 
you swear that the testimony you are about to give before this com- 
mittee is the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mrs. Powetu. I do. 

Mr. Roosevettr. Thank you. Mrs. Powell, we will let you proceed, 
and if you wouldn’t mind speaking loud enough so that all of us can 
hear you; and there are some people behind you whom I think are 
representing Sinclair Oil Co. do right ahead. 


TESTIMONY OF MRS. ETHEL BERG POWELL 


Mrs. Poweitu. Mr. Chairman and members of the committee, I am 
Mrs. Ethel Berg Powell of Fitzgerald, Ga., and I am here to testify 
before this committee for my husband, Mr. Robert F. Powell, who was 
unable to be present because of his position with the Atlantic Coast 
Line Railroad in Jacksonville, Fla. He has recently been employed 
by them, and it would work a hardship had he been present since 
there are quite a number of men on vacation. 

He asked that if I wouldn’t mind, if I would come and present his 
case as well as I could before this committee. Therefore, I would like 
to tell the story of the loss of our savings, our business and our home 
as honestly as I know how to tell it. 

I shall tell our story as net as I can and as concisely as I can. 
But, before I get into it, I wou d like you, if you will, please, to place 
yourselves in the position of the head of a family of 4: my husband, 
myself, and our 2 daughters. We have worked hard and have suc- 
ceeded in giving the advantages of a college education to our two 
daughters on a very limited income. It seemed that it might be, if we 


1 Because the subcommittee was uncertain as to the meaning and interpretation of the 
new House Rule 151, the testimony of the witnesses for the first day of the hearings was 
taken in executive session. After a ruling by the House Parliamentarian that such testi- 
mony could properly be taken in open hearings, the subcommittee made public the testimony 
taken the first day, and all subsequent testimony was taken in public hearings. 
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took the Sinclair Oil station in Fitzgerald, that we would have a chance 
to enter into a small business. Our reason for this was that my hus- 
band had been employed for a number of years with the Coast Line 
Railroad in Fitzgerald, but the Coast Line moved the shops from 
Fitzgerald, where it was one of the main industries. Therefore, there 
wasn’t any other employment, any gainful employment, that he could 
get, and we did not want to leave Fitzgerald because we did own our 
home, we had lived there over 30 years; and because our girls were 
in school. 

So, when we had the opportunity to lease this Sinclair Oil station, 
we took it, thinking we could enter into a small business. 

When he did this, he gave up his seniority rights and his pension 
rights with the railroad. We borrowed money and signed a note and 
put in all the energy that we had, he and I both, throughout 15 hours 
a day and sometimes more, and throughout the 3 years. We worked 
together and the volume of gasoline grew as the fine people of our town, 
our home town, came to trade with us. 

We thought we were a success; it would seem that we were. People 
in town continually compared what this station had done up until the 
time my husband took over the operation. It had changed hands many 
times. Then, overnight, one of the Sinclair agents out of the Alban 
office, which is our district office, came to Fitzgerald and, without tell- 
ing us of his intentions—although this particular man, Mr. Hall, had 
been in our home and we thought he was a friend—came into town and, 
as he passed by my husband’s station, he blew the horn and waved. He 
went to the bank, to businessmen in our town, and asked them to recom- 
mend someone to take my husband’s lease. This went on about a week 
before we heard it. 

I do not know how many of you have lived in a small town, but 
gossip really gets rife. Well, of course, everyone was wondering why. 
Well, of course, there are always people that will think something 
terrible must have happened. I heard it uptown in a department store. 
Of course, I felt there had to be a mistake. 

I went right out to my husband’s station, and at that time the local 
agent was telling him unofficially. We had not had official notice, but 
he told him he understood they were not going to renew his lease. 

My husband was under such a strain. All this happened at the time 
we were planning the wedding of our second daughter. We had 
both been under a great deal of strain, and he began to break. It is 
not nice when you have gone through your life without any trouble at 
all to feel that you have failed, to wonder if you have failed, even 
though the good people of ete are not misled and they certainly 
are angry at the injustice of this situation, and that seven men who 
the Sinclair agent interviewed and discussed taking over our station, 
men who were originally interested in taking the station until they 
heard our story. And, we did not tell them the story. We can prove 
that. We did not tell any of them what had happened to us; we were 
a little ashamed. It sounded rather self-pitying to tell that long story. 

We did not contact any of them, and did not talk to any of them 
of what had been done to us until they came to us after they had refused 
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to take the station. That was not their only reason, just because of us; 
it was the principle involved. In discussing the business details of 
the station, they did not like some of the things they were told. 

I do not know what these details were. Mainly, it was investing a 
good sum of money in all-modern equipment. Some of them felt that 
they could take my husband’s equipment, which my husband had done 
from the former operator and had replaced as was necessary, and get 
by cheaper and yet do adequate work with it. But, we were not given 
the chance to sell out that equipment. 

However, my husband still felt that someone might feel that we had 
failed. But I did not share that feeling. A clear conscience is a 
wonderful thing. To me, my line of reasoning was this, that every- 
body cannot be wrong. Our fellow citizens in our town were behind 
us in every way. Some of them wrote the New York office. They did 
everything they could to help, but there was no one we could talk to. 
We could not even get an interview, although we called by long-dis- 
tance, wrote letters asking for an interview with Mr. Fite, the area 
manager in Albany. So, we went on, went through the wedding, and 
we did not write to Mr. Fite or do any more about it because we did 
not want to cause our daughter’s wedding day to be unhappy. 

I am here, gentlemen, to tell you this story in hope that it can save 
someone else. It is too late to do anything for us. We have nothing to 
gain. We have taken our loss; we have sold our home; we have sould 
what we could of the equipment that was left at whatever price we 
could get, and we are trying to make a new life in Jacksonville, Fla. 
We are leaving our hometown, our friends, our business, and we are 
far poorer than we were when we started. We have no hope for per- 
sonal gain. We are not asking that you try to help us, but if you can 
do anything to help other men and women in this situation, we will 
be most gratified. 

We are whipped temporarily, but not for all times. We intend to 
come right on sn I just do not feel that a thing like this can happen 
in our country, I just do not believe it can. 

So, getting back into it, we went into this business with the Sinclair 
Refining Co. in 1952. We put into this business the most important 
and the only asset we had, the asset of goodwill and our savings. We 
earned the goodwill through living in this small town for 30 years 
and living as best we knew how to live. We felt that the best asset 
that any man can put in a business is goodwill. And I think you will 
agree with me that we should be thankful that there are places in our 
country and in this world where goodwill and character still count. 

We were driven out of this business in 1954 after we had built it 
up to a point where we had even been commended by Sinclair. My 
husband won the Sinclair capacity award in December of 1954 before 
we were put out in January of 1955. 

We have not only taken 3 years of our lives, we have also lost our 
money—which is not a lot to some people, it was a lot to us—being 
several thousand dollars. There is still a lot we do not know whether 
we will lose or get in accounts receivable. 

We are leaving our hometown because we had to find some other 
employment. Fitzgerald is a good town. You probably could make 
‘$50 or $60 a week. However, as I mentioned before, when the railroad 
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left—that was the main industry in our town other than the cotton mill 
which is out of operation quite often. 

Even though these people in Fitzgerald were not misled or fooled 
by all the whispering campaign against us, my husband still was a 
little ashamed to go uptown because when people ask you why and 
you cannot tell them why, you can imagine your situation. You can 
imagine how the head of any house would feel. 

Gentlemen, it may be that none of you have ever gone through an 
experience like this, and certainly I hope you never will have to. I 
had never had one either, and I hope that I will never have another 
one. But, if you can make it possible to protect other men from an 
experience like this, it will be well worth your thought and your time. 

Three years ago on February 2 we mortgaged our home to go into 
this business, leasing the Sinclair Oil Co. station at 818 South Grant 
Street, Fitzgerald, Ga. At this time we discussed with the Sinclair 
representative, who is no longer with the company, the contract and 
the opportunities which we would have as the Sinclair dealer. 

Mr. Roosevetr. Mrs. Powell, would you give us his name, if you re- 
member it ? 

Mrs. Powetu. I can give it to you in a few minutes, I will have to 
think. 

Mr. Roosevetr. All right. 

Mrs. Poweiy. My husband felt that he was proud to become a Sin- 
clair retailer. At the time when we entered this business, this station 
had changed operators, as I mentioned before, a number of times, none 
of them staying very long. We purchased the stock and equipment 
from Mr. Maurice Harden, who was not able to meet the $75 minimum 
monthly rent on the 1-cent-per gallon basis, but had to supplement 
with cash. At that time there was not a Sinclair representative there 
who told us what to buy and what not to buy of Mr. Harden’s stock. 
Therefore, Mr. Harden was able to sell his entire stock and equipment 
to us at his price. Later Sinclair did not give us this same privilege. 

Even though Mr. Harden had not succeeded in this business, we sin- 
cerely believed that through hard work and attention to the business 
we would be able to earn a satisfactory living. This was also based 
on statements made to us by the district agent for Sinclair. 

My husband worked hard to build up this business, and I helped him. 
The records of our operation during that time will bear out these facts, 
and will bear out what this hard work had accomplished. 

Business concerns and customers who had never been into that sta- 
tion before traded regularly with us. We were selling more Sinclair 
gasoline and oil than had ever been sold at that station before or since. 

In 1954 my husband won the Sinclair award, as I mentioned. He 
had tripled the stock and equipment of the station, had raised the 
number of employees from 1 under Mr. Harden to 3 in addition to him- 
self in 1954. Incidently, these three men were as well trained as any 
service station salesmen or attendants in our community. When we 
went out, there was quite a race of the other operators trying to get 
these attendants to work for them. 

Sinclair sponsors the sale of Goodyear tires and tubes to their dealers, 
and has put on quite a bit of pressure to prevent a dealer from handling 
other tires and tubes. At first we handled the Goodyear line and some 
other tires, too. But because our customers had called for them was 
the only reason we had stocked other tires. However, the pressure that 
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was put on us made it necessary that we get rid of all tires except the 
Goodyear tires which Sinclair sponsored, and we handled these tires 
and tubes exclusively as the company representative demanded. ' 

It is known among dealers that one of the excuses used by companies 
to get rid of dealers whom they did not want is to claim that the station 
is not neat and clean. But in our case they could not make this claim 
against us because Sinclair had received letters from tourists praising 
the cleanliness of our station, the courtesy of our staff, and they had 
sent us copies of these letters with Sinclair’s complimentary notes at- 
tached, which, I think, may,be of interest to the committee. 

I have one of those letters regarding the restroom with me. 

Mr. Roosgeveur. You can submit it at the end of your statement if 
you want. 

Mrs, Poweww. All right. 

Mr. Suzenan. Mrs. Powell is evidently reading from a prepared 
statement. Do you have any extra copies of it available? 

Mrs. Poweiu. Do I have any what? 

Mr. Snow. I have some here. 

Mrs. Powerit. I have a file of correspondence here on the whole 
situation. 

Mr. Sureenan. I assumed you are reading from a prepared state- 
ment,:and I was-wondering»if:youshad any other copies available for 
the members of the committee. 

Mrs. Powerit. Yes, my attorney has. I am now reading on page 7. 

I am awfully sorry that my husband could not be here in person 
so you could judge him on his appearance and his attitude and his 
personality. I do have a lot of character references if you would like 
to have them. 

Mr. Roosevetr. That is perfectly all right. 

Mrs. Powetx. In November 1954, however, our spirit was broken 
by a report which came to us from several sources, one being the banker 
in our town, and also from other business people. Without notice to 
us whatever, Mr. J. W. Hall, the district representative of Sinclair 
from the Albany, Ga., office had gone to the bank and other business 
people, telling them that we were losing our station and that Sinclair 
was looking for a new operator to take Mr. Powell’s place. It is hard 
to describe the sense of embarrassment and injustice which we felt on 
hearing these reports from people who are friendly to us and could 
not understand the reports or believe it was possible that we had not 
been advised that this change was planned. But, we did not know of 
it. As soon as we heard these reports, my husband did everything he 
could to learn what Mr. Hall had in mind as a reason for this change. 

My husband called Mr. H. S. Fite, who was Mr. J. W. Hall’s im- 
mediate superior in Albany, Ga., and requested an interview at Mr. 
Fite’s convenience. Mr, Fite declined to see him in Albany, but said 
he would be in Fitzgerald in a few days and would be in touch with 
my husband at that time. 

Mr. Fite did come to Fitzgerald a few days later. He called our 
house, and we were out for a few minutes, and he did not wait. or call 
back. On checking with the motel and other places from which he 
might have called, we determined that he had left Fitzgerald immedi- 
ately, remaining there only long enough to make that call: We have 
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never had the opportunity of meeting with Mr. Fite at any time, not- 
withstanding that we had requested this privilege over and over both 
by telephone and in letters. 

Gentlemen, Fitzgerald is a small southern town where ties are very 
strong and roots go deep. We have lived there approximately 30 years 
and raised our family there. We are church members, are and have 
been active members in civic organizations and, although we are not 
prominent people by any means, you would find that we have a good, 
stable reputation which means something in our town, and people 
there trade with people they have known through the years. So, you 
can see the embarrassing position, as well as the sense of injustice, 
which Mr. Hall’s action put us in. This was deepened by the refusal 
of Mr. Fite not to even meet with us. 

My husband and I worked together for years to send these girls 
through college, an ambition which was realized in 1953 and 1954. 
And during the period that we were put under this whispering notice 
that we were being put out, we were planning the wedding of our 
younger daughter, I mentioned that before. 

During this period, since Mr. Fite would not see us, I called Mr. 
Hall to see if he could shed any light on the reason for this action or 
his actions. All he could say is that he had to take them and that he 
would lose his job if he told me why, but that Mr. Fite would surely tell 
us why. This, of course, Mr, Fite has never done. 

May I add something right there? When I talked with Mr. Hall, 
he said: “I cannot disclose any information, but Mr, Fite will see you 
in a few days.” 

Finally, right after our daughter’s wedding, we again wrote Mr. 
Fite telling him that we were uncertain reordering mechandise since 
we had received this whispering notice that we were being put out, 
but had not received any official notice, and asked him if he would not 
please clear up the situation. He did not reply in a personal letter, but 
he did send us by registered mail, to addressee only, a form letter 
terminating our lease, effective January 31, 1955. Although we wrote 
to the head office of Sinclair in New York asking some explanation 
and received a reply stating that they would investigate, we have never 
been told by any official of Sinclair what the reason for this can- 
cellation was. 

The Sinclair representatives had brought out seven different men 
to take over the station and in each case the prospective new operator 
was told what he could buy of our merchandise and equipment. 

I might add there that we have witnesses to that, people, customers 
who were in the station at the time. 

In each case he was told that Sinclair would not permit him to buy 
ene items of equipment and merchandise which did not have the 

inclair label on them. These prospective new operators were spe- 
cifically told not to buy the very items of equipment which we had 
bought from the man who had had the station before we took it over. 
When we complained about this to Mr. Hall, he said: “We are not 
forbidding them to buy it, but we are saying that Sinclair will not 
go along with them if they do,” meaning, that they would be stuck 
with the equipment and have to buy new equipment dictated by Sin- 
clair as well. 

When we turned over the keys to the station as required by the ter- 
mination notice, we surrendered the good will of our business which 
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we had spent 3 years building up, which we had worked to develop, 
not in an 8-hour day, but more often in a 15-hour day, invested our 
savings and equipment, merchandise and advertising in order to 
develop a business which would continue and have going-concern value. 
All this was suddenly destroyed and became nothing. In losing what 
we had worked to develop, however, we also lost even on the tangible 
property that we had acquired in order to adequately represent Sin- 
clair and give the service which customers needed. 

I think a clash of personalities may have resulted in our being put 
out of the station and in the loss we had to take. 

From the time we closed the station on the 31st of January, until 
March 7, there was not an operator on this location. I might add here, 
there was not a local man who would take the station, seven men having 
been interviewed and all having failed to take the station on the 
terms that Sinclair offered. An operator was finally found in March, 
he was from Florida, by the way, and we had previously carried home 
the merchandise and equipment which had been the means of our live- 
lihood and of carrying on this business. 

Although Sinclair has never given us any reason for the treatment 
which we received and for going around behind our backs to hu- 
miliate us and by saying we were being thrown out of the station 
without giving us any written notice at that time, the committee may 
be interested in what we think is the probable reason for this action 
on Sinclair’s part. 

They did not want us to sell candy, cigarettes, or chewing gum. 
The only drinks we could sell were Cova-Colas, They did not want 
us to sell milk or bread. They did not want us to keep oil from any 
other oil company, even though there was very little of this, just for 
special customers who would not use the Sinclair oil but did use Sin- 
clair gasoline. 

Now as to all of these items, the candy, the soft drinks other than 
Coca-Cola, some other oils and the bread and milk—we did stock some 
of these items in order to meet the demands of our customers. It was 
done because we felt that by bringing people in to buy these things, 
we could also sell them the Sinclair products which both we and the 
company were eager to handle in the largest possible volume. 

I might add here, too, that we gained a number of customers, who 
maybe came by to get a quart of milk or a loaf of bread. 

Another thing that happened was this: Mr. Melton, a Sinclair rep- 
resentative, came in one day and asked my husband to ride around 
Fitzgerald with him and show him where his customers lived. So 
he was taken over the town and shown where his better customers lived, 
those in the middle class and those that live in very modest homes, 
some of whom were sawmill men who did a large volume of business 
and paid for it. So when he got back to the station he remarked: 

“T think you have a very common class of customers.” 

When he said that, my husband really was hurt. He said, “Mr. 
Melton, you are talking about my friends and my customers and they 
are the salt of the earth and I do not appreciate your remark. I will 
appreciate it if you leave my station * * *.” 

n conclusion, I would like to, say that after we were completely 
rid of this station, I wrote a personal letter myself to Mr. L. J. Hoar, 
vice president of the Sinclair Oil Co. in New York, as I wanted to be 
sure his office was aware of the situation. 
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In the final paragraph of my letter I expressed my feeling about 
the situation. May I quote: 

Mr. Hoar, holding the position you do, I know you must be, first, an astute 
businessman, and second, a man of character and integrity, so I ask you in all 
humility and fairness, do you think this business has been good advertising for 
Sinclair? Do you feel it is even good business? If you will, please compare 
the records of this station next year with those of the past 3 years. Frankly, 
I didn’t think a thing like this could happen in our country. Do you find the 
situation here becoming to one of the major oil companies? Finally, do you feel 
these principles have the approval of God Almighty? I don’t, and somehow,, I 
do not think you do either, and are big enough to do something about it. 

Thank you, gentlemen. 

Mr. Roosrvetr. Thank you, Mrs. Powell. I think the members of 
the committee would probably like to ask you a few questions, if you 
wait just a minute. 

First, I will ask you whether or not in your contract there is a clause 
which prohibited you from selling candy, cigarettes, or chewing gum ¢ 
Is that part of the contract itself? 

Mrs. Powe... I don’t think it is, Mr. Roosevelt. I am pretty sure 
it is not, but I would not say definitely. 

Mr. Roosrvetr. Do you have a copy of the contract with you? 

Mrs. Powerit. Not with me; I do have a copy, but I didn’t bring it 
with me. Our attorney in Fitzgerald had it, and he was out of town 
and I could not get it. 

Mr. Roosevetr. I think the committee would appreciate it if you 
would mail us a copy. 

Mrs. Powe. I will be glad to mail you a copy. 

Mr. Roosrvett. Would you also tell me the date of the letter which 
terminated your lease effective January 31, 1955, that you received? 

Mrs. Poweti. If you will excuse me, let me get my pocketbook. 
The 29th day of December 1954. 

Mr. Roosevetr. It was dated the 29th day-of December? 

Mrs. Powe. Yes, sir. 

Mr. Roosevetr. As I understand it, leases that are normally in 
effect require 10-day notice, is that it? 

Mrs. Powrett. Yes. Mr. Hall told me they had to notify us, to give 
us 30 days’ notice, but this is dated the 29th day of December, and 
our lease was up the last day of January. 

Mr. Streep. Mr. Chairman, may I suggest she read the letter into 
the record. 

Mr. Roosrvetr. Yes. 

Would you read the letter, the termination letter into the record? 

Mrs. Powell (reading) : 

Mr. R. F. POWELL, 
812 South Grant Street, Fitzgerald, Ga.: 


You are hereby notified and advised that, in accordance with the option and 
privilege granted the undersigned, Sinclair Refining Co., under the terms of 
those certain instruments hereinafter described, entered into by and between 
you and the undersigned, relating to your leasing of the premises and service 
station situate at 812 South Grant Street, Fitzgerald, Ga., and the purchasing 
of petroleum products, Sinclair Refining Co. elects to and does hereby terminate 
and cancel said agreements, effective on and as of the expiration of the 1-year 
term thereof ending January 31, 1955, as follows: 

(1) Station lease, form 1601—A, dated January 28, 1952. 

(2) Refined oil sales agreement—dealer, dated January 28, 1952. 
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(3) Sales contract, automotive oils, greases and lubricants form 2394, dated 
January 28, 1952, and yon are requested to vacate and deliver up the leased 


improvements, facilities and equipment to the undersigned, at or prior to mid- 
night, January 31, 1955. 
Yours truly, 


SINCLAIR REFINING Co., 
H. 8S. Fire, Area Manager. 

Copies to Messrs. D. M. Hills, F. J. Cole, 8. T. Hedges, Jr., J. W. Hall. 

Mr. Roosevetr. And you had at that time been in business 3 years? 

Mrs. PowEn. Yes, sir. 

Mr. Roosrvert. Mr. Steed, do you have any questions ? 

Mr. Steep. Mrs. Powell, you mentioned in your testimony that a 
banker in your hometown had been contacted by a Sinclair agent 
regarding the termination of your contract. Could you give us the 
banker’s name? 

Mrs. Powrixi. He went to a Mr. Newcomber and a Mr. Mattis. He 
went into the bank not primarily to see the cashier of the bank or 
the president of the bank, he just went into the bank, went up to one 
of the windows and they happened to be there, and the man he spoke 
to directly was a Mr. Sutton in the First National Bank of Fitzgerald, 
and he asked him if he could recommend anyone to take over the 
station at this address. 

Mr.Sreep. Is this the only Sinclair station in Fitzgerald ? 

Mrs. Powexu. No, it is not. There is another station about five 
blocks from us, and then they have some other dealers, but they do 
not have regular stations. ‘They just handle Sinclair products. 

Mr. Sreep. Does the other station there handle any commodities 
or products besides Sinclair-approved line of goods? 

Mrs. Poweut. Yes, sir; he does. He has Lee tires. He advertises 
them over the radio, and has a sign on his delivery truck. 

Mr: Streep. How much cash did you invest in this business when 
you took it over ? 

Mrs. Powerit. When we took it over, Mr. Harden asked us for 
$1,500 im cash and that we assume a $1,500 note which covered his 
equipment in the station. 

We did that and bought a Chevrolet truck. 

I would say all together we had between $4,000 and $5,000 invested 
by the time we left the station over the period of 3 years. 

We started out with $1,700 and added more every month. 

Mr. Streep. At the time you quit this business, what was the extent 
of your indebtedness in the station ? 

rs. Powretn. Well, I would hate to give a figure on that. There 
were no outstanding debts, other than current monthly accounts. 

Mr. Streep. You said that you put a mortgage on your home? 

Mrs. Powetu. Oh, yes. The mortgage is still there, and when we 
sold our home, of course, that has to come out of that sale. 

Mr. Streep. What was the amount of that ? 

Mrs. Powe.u. $5,000. 

Mr. Sreep. Have you tried to estimate what you would consider the 
loss you have suffered in dollars? 

Mrs. Powenn. Well; roughly speaking, we figure it would be around 
$6,800, and of course, we cannot estimate how much we will lose on 
some of our accounts. 

We have collected a number of them, but we still have $600 to $800 
out that we would have collected had we been in business. But when 
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you go out of business, and especially leaving town like I am leaving to 
do by the first of May, why, I don’t know what our percentage on 
collections is going to be. i : 

Mr. Sreep. Prior to this termination situation arising during the 
preceding 3 years, did you have frequent contact with ee 
of the company in your business transactions with them ‘ 

Mrs. Powetu. During the 3 years? 

Mr, Sreep. Yes. 

Mrs. Powett. Yes, they were in quite frequently. 

I would like to make another point that was not brought out in the 
statement to show you just a little of the pressure that was put on. 
Mr. Hall was trying to get us to take over the Sinclair bookkeeping 
system. 

aoe I am a bookkeeper-stenographer and receptionist at the Medi- 
cal Arts Building in our town under four doctors and a dentist. I 
keep a form of books, very light bookkeeping. I have never had 
bookkeeping, but Mr. Hall has a degree in accounting from the Uni- 
versity of Georgia, and he assured me that if I would meet with him 
two nights, that he could show me a better system of keeping the sta- 
tion’s books. 

So, we met with him. We had him to dinner one night. He stayed 
with us until 2 o’clock 2 nights, and Mr. Hall could not balance his own 
books. 

So I told him that I could not see why we should buy a system that 
he could not balance with his degree in accounting when I certainly 
could not do it with no more knowledge of bookkeeping than I had. 
And we had had auditors and accountants about 9 miles from us 
set up a simple form of bookkeeping that I could keep, and that was 
one of the things that they did not like. 

Mr. Arnotp. Mrs. Powell, what system of bookkeeping was this that 
you are referring to? 

Mrs. Powe tu. It is one that it put out by the Sinclair Co. 

I wish I had brought it. I have the book that he figured with in- 
formation on 2 or 3 days’ sales, and could not balance in his own 
handwriting, and I just forgot to bring that and I would be glad to 
mail it if you could use it. It is one that you have to account for each 
type of oil, and, to me, I was not familiar with that. 

It was very complicated. 

My husband, in order to do his business, take care of his customers, 
would not have had time either to have kept it, so he would have had 
to hire a bookkeeper, and our business did not warrant that. 

Mr. Arnovp. Did Sinclair offer to give you this book or did they 
want you to buy it? 

Mrs. Powetu. No, you buy it. 

Mr. Sreep. In this area where your station is situated, did the Sin- 
clair carry on advertising programs by television, radio, or in the 
newspapers that you did not pay for? 

Mrs. Poweti. No, we advertised. One of the magazines—I have 
forgotten the name of the magazine, but he has the hack. page, “Powell 
Sinclair Station.” 

And it was advertised in Chicago and up north and it came to the 
people in Fitzgerald, too. 

e also advertised on the radio, 
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Mr. Sreep. Didn’t the company have what we would call general 
advertising that was in addition to any advertising you had, of the 
value of their products and things of that sort 

Mrs. Powe.u. I am pretty sure, I am right in this statement, that 
the radio advertisement was—the expense was shared both by Sinclair 
and my husband. 

I do not know just on what basis that was based, but they did adver- 
tise over the radio. 

My husband advertised through football games and sports events. 

Mr. Sreep. Did the company representatives explain to you their 
reasons for wanting their stations operated in the particular ways 
that they tried to persuade you to operate it? What were those 
reasons ¢ 

Mrs. Powetu. Well, Mr. Hall made a statement that I thoroughly 
agreed with, and that was, “that your products have a better chance 
of selling if they are attractively displayed.” 

And I went down there with Mr. Hall myself and we arranged, my 
husband even built the shelves he wanted built, to display the Sin- 
clair products through his glass front. 

But he did object to a candy showcase that was clean and neat and 
attractive that had candy, cigarettes, and so forth in it, although it did 
not obstruct the view of the Sinclair products. 

Now, I was in on that part of it myself. 

Mr. Streep. You are not sure that your contract with him provided 
that you could not display this candy and other merchandise and that 
sort of thing ? 

Mrs. Powetx. Well, I do not remember ever seeing that in the con- 
tract, but I feel like there must have been a clause that could be applied 
to it, because our attorney in Fitzgerald said that they had us where 
we could not do a thing. He said that he probably could get a suit 
up, but we would be in the thing for years and years and years and 
maybe lose the case, and he would not advise us to do it, that a small 
businessman did not have a chance against a big corporation. 

Mr. Streep. Did any of the company representatives ever warn you 
or explain to you that if you persisted in doing these things against 
the wishes of the company, that you might lose your lease ? 

Mrs. Powetx. They did not in my presence, not in actual words. 

A lot of things, you got the impression, but you just could not put 
your finger and say Mr. So-and-So and So-and-So said so-and-so. 

However, the man who has taken over the station, I talked with him 
before I left Fitzgerald, and he told me that he had told one of the Sin- 
clair representatives that he would like to put in some milk and some 
drinks other than Coca-Colas. Now he sells only Coca-Colas and two 
kinds of crackers, and the demand was pretty heavy for them, and he 
said that he was told, “You are not going to operate a grocery store.” 

He said, “If you insist on doing it, we have another man who wants 
the station.” 

Mr. Streep. What I am trying to get at is, were you completely un- 
aware of the fact that your method of doing business was in conflict 
with the recommendations of the company and was jeopardizing your 
keeping of the station ? 

rs. Poweii. We did not have that-impression, no. We knew that 
Mr. Hall was the one who talked with us so much about it, and he kept 
putting it to us like this, that we were investing too much money in 
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chewing gum and candy and crackers. He said, “That is where your 
profit is going.” 

And my husband said, “There is not much profit in that sort of mer- 
chandise and it turns over every week, so I don’t feel like it is a dead 
investment.” 

But he didn’t tell us that, “It is not our policy.” 

He did tell us that they wanted to make that a sort of a model sta- 
tion in Fitzgerald, and we were most willing to cooperate had he made 
his intentions a little clearer. 

I understand they wanted to go up on the rent. Had they talked 
that over with us in a businesslike way, I think we could have gotten 
together on that. 46 

Mr. Streep. Were you given any opportunity after termination 
notice was served on you, to renegotiate this lease on any proposition on 
your part that you would eliminate these things objected to or anything 
of that sort ? 

Mrs. Powriy. No, we never had a chance to talk it over with the 
men in Albany. 

Mr. Sreep. That is all, Mr. Chairman. 

Mr. Surenan. Mrs. Powell, as I understand your statement, you 
said that the average person can make $50 to $60 a week in Fitz- 
gerald. What were you making as a proprietor of a gasoline station ? 

Mrs. Powe. That is what is so hard to answer in dollars and cents 
because a lot of money came into the station. Our overhead was quite 
high, and we took out just enough for living expenses, and the rest was: 
immediately invested right into the station, and, as I brought out be- 
fore, 1 am not a bookkeeper or an accountant enough to be able to fig- 
ure profit and loss. 

However, the auditor who audited our books for income-tax pur- 
poses assured me when I asked him if we were going broke, he as- 
sured me that we were making a nice net profit. 

But the reason we did not see it was that it was going back, right 
back in all the time, and our inventory showed that, too. 

Mr. Srexp. In that connection, were you keeping your payments 
to Sinclair for the merchandise delivered to you current ? 

Mrs. Powerit. That was cash on delivery. 

Mr. Sueenan. In other words, then, although you are making a 
nice net profit, an operating profit, due to your reinvestment in equip- 
ment you naturally have not yet fully realized what you did in the 
last couple of years because you do not know how much you are going 
to lose on this equipment ¢ 

Mrs. Powretu. That is right. We already lost it on the equipment. 

Mr. Surenan. Do you know whether or not there was anything in 
the contract at any time that you had to buy Sinclair equipment or 
buy equipment approved by them ¢ 

Mrs. Poweti. They did not have to buy anything except with Sin- 
clair’s label on it. 

Mr. Rooseve.t. Was that in the contract ? 

Mrs. Power. That is in the contract. I do not know whether it. 
is stated, or not, like that. 

Mr. Sreep. Does that apply to merchandise or equipment, or both? 

Mrs. Powe... Both, I believe. 

Mr. Sueenan. Was this Sinclair equipment, then, that you bought * 








a 


DISTRIBUTION PROBLEMS 15 


Mrs. Poweut. Well, it was the equipment that was in the station 
when we took it over, and they allowed us to buy it, but there was 
a new man and, if I can think of the man’s name—I just can’t think 
of it right now—he was quite fair with us in helping us to get the sta- 
tion and to help the former operator realize his investment. 

So, all my husband was asking of anyone who bought out the sta- 
tion was the equipment that he had on hand, less 10 percent, I believe, 
is the depreciation, which certainly was not making anything on it, 
just getting our money back, as much as possible. 

Mr. Sueeuan. Did I understand you to say that you originally 
paid the man from whom you bought the station $1,700 for his 
equipment, and so forth ? 

Mrs. Powetu. We assumed his note for $1,500, and gave him $200 
cash, gave him a check for $200. 

Mr. SuerHan. In other words, you bought whatever equipment 
was in the station for $1,700? 

Mrs. Powetx. Yes. 

Mr. Sueenan. And then all your pe or all your losses over 
$1,700 on equipment are what you actually invested yourself? 

Mrs. Powetn. Yes. 

Mr. Sueenan. And you invested that in spite of the fact that you 
only had a year-to-year contract ? 

Mrs. Powetu. Yes. ; 

But when you are building a business and it is growing every year, 
we assumed that as long as we did the business and cooperated, and 
we thought we were cooperating, that we would be there right on. 

Mr. Steep. Did the Coca-Cola machine have the Sinclair label on it ? 

Mrs. Powetx. No; it did not. 

Mr. SuHeenan. Of course, as Mr. Steed said a while ago, one of the 
purposes of a congressional investigation, or committee, is eventually 
to propose legislation, and many times, by getting the proper informa- 
tion to the public, we do not need legislation. 

In other words, if a lot of good people like yourself are injured by 
business practices, maybe the oil companies will eventually put some- 
thing in their contract to the effect that when you buy equipment with 
their approval and with their knowledge, you are buying equipment 
that they O. K., and they might automatically put in their contract 
that they will reimburse you for such equipment at the time they 
terminate a lease. 

So we would not even need legislation if we can get these facts 
properly to the public. Do you see to what my line of questioning is 
leading ? 

Mrs. Powetu. Yes. 

Mr. Surenan. Now, this again is for my own information. I see 
you have an attorney here representing you. Apparently this is not 
the same gentleman who is your attorney in Fitzgerald; is that right ? 

Mrs. Powetu. No; it is not. 

Mr. Sueenan. Is he representing you personally, or an association ? 

Mrs. Powetu. In the association. Mr. Snow. You are speaking 
of Mr. Snow ? 

Mr. Surenan. Do you belong toa retail association ? 

Mrs. Poweu. Yes; we do. 

Mr. SHEEHAN. ap pemnly: then, you came to the attention of this 
committee through the retail association ; is that right ? 
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Mrs. Powe. I believe that is right. I sent them a copy of a letter 
that my husband wrote to the vice president of the Sinclair Oil Co. 

Mr. Roosrvert. That is correct. 

Mrs. Powett. I just sent them a copy of the letter. 

Mr. Surenan. You sent it to the association ? 

Mrs. Powe. I sent them a copy of the letter. ~ 

Mr. Sureuan. And the association apparently got in touch with 
the committee here ? 

Mr. Roosevett. Yes. 

Mr. SueeHan. In the statement, you quote the last part of the 
letter. Do you know the exact date you wrote this letter to the Sinclair 
Refining Co. ? 

Mrs. Powetu. Well, I am sorry: 

Mr. Surenan. That was the letter you wrote to Mr. Hoar? 

Mrs. Powrtx. No; the copy is not dated. I do not know why. — 

Mr. Roosrvetr. Could you give us a rough idea of when you think 
you sent it? Was it after you received the notice of termination ? 

Mrs. Powe. Yes, and I have some copies of letters that I brought 
along from business people. I brought two of them, and they are as 
to how they felt about the situation. One is from the chief of police 
in Fitzgerald and one is from the furniture company, and we also have 
one at home. The chamber of commerce is also writing one. 

I just want’to bring out that the chamber of commerce is inter- 
ested, too. 

Mr. SuHeeHan. She stated in the statement here that after she was 
completely rid of the station that is when she wrote the letter. I was 
just curious to find out when she wrote the letter. She has a copy 
there, with no date on it, and it seems to me that maybe it would 
important for us to find out when that letter was written. 

Mrs. Poweiy. Well, I will try my best to find out. I do not know 
why it is not on the copy, but it definitely was after all the business 
was completed. 

I was trying to notice to see if I mentioned that it was over, if we 
were out of the station. 

But I would like to bring this out: Every case has two sides, I 
realize that, and the only person I could get any correspondence out 
of was Mr. Hoar, and I wrote that last letter myself because I wanted 
him to be sure and know what happened. I just wanted him to know 
the outcome of it all, since my husband had corresponded with him. 
I did that on my own. My husband did not know I had written it 
until after I had mailed it. 

i hs just being feminine on that, I guess. I had to have the last 
word. 

Another thing I would like to bring out, that I believe the reason 
they did not buy my husband’s equipment was not because they were 
trying to be ugly about it, but because their idea—I know Mr. Hall’s 
idea—now, whether it was Sinclair’s idea or not, I do not know, but 
he continually talked about a modern, up-to-date, attractive station, 
and our station was considered, for the small town of Fitzgerald, to 
be an attractive station, and in selling bread, we did not have bread 
displayed everywhere, Sinclair products were displayed, and I was 
in agreement with Mr. Hall’s idea. I liked the ideas he had, with the 
exceptions that he wanted us to get rid of the candy case and jie wanted 
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us to sell just maybe two kinds of crackers, get rid of all the chewing 
gum, and stuff like that. 

In other words, his idea was that it looked junky. 

Mr. Roosevetr. Of course, the important thing there was, what was 
in the contract. 

Mrs. Powr.u. Now, I did not agree with him on that, but I agreed 
with him that the station could be made most attractive by our dis- 

lay. 
. Mr. Rooseve.ttr. Will you yield to me? 

Mr. SHeenan. Yes. 

Mr. Roosevett. Would you care to give us an opinion as to whether 
you think it is right or feasible, considering the amount of money 
which you had to put in to invest in this kind of an operation, to op- 
erate on a year-to-year lease ? 

Mrs. Powe... Frankly, when we went into it, as I mentioned, the 
railroad had moved, and in order to stay with the railroad my husband 
had to move 75 or a hundred miles away to stay with the railroad. 
We owned our home in Fitzgerald, we had a daughter graduating 
from high school, I had a good position with the Medical Arts Build- 
ing. We hated to disrupt all that when there was a possibility that 
there would be layoffs in Waycross, Ga. 

It was where he would have had to have gone because when we went 
there he no longer had seniority. He would have been the bottom man 
on the seniority list, and the first time it became necessary to lay them 
off, he would be in the layoff. 

So, we could not see selling our home or renting it and just moving 
down there, as unstable as that was. Therefore, he decided if he could 
find — else to do in Fitzgerald, it would be better to come back 
to Fitzgerald.- So, when he took it, we were not wise, we should never 
have taken it for 1 year, but we were very ignorant as to the filling 
station business, and, as I brought out, the gentleman that my hus- 
band—that fixed the contract, and had my husband to sign it, was a 
very nice old gentleman, and as long as he was with them there was 
never the first minute’s trouble, and every other operator in that dis- 
trict cooperated with that gentleman. I am sorry I cannot think of his 
name, but now, there are three men who do the work, or are over these 
stations in the place of that one gentleman. 

Mr. Roosevetr. But specifically, you would not say that you would 
think a 1-year contract gives you enough protection to protect your 
investment ? 

Mrs. Powet. It does not. I would never sign another one. 

Mr. Sueenan. I just have one more question, Mr. Chairman, to clear 
up some things in my own mind. I admit, Mrs. Powell, I am very 
interested in your letter to Mr. Hall, and I would like to just—— 

Mrs. Powetu. Would you like to read the whole letter? 

Mr. Sueenan. No. I was just interested in the date of it, because 
I wondered whether you wrote the letter of your own volition or be- 
cause you were contacted by someone who suggested you write it? 

Mrs, Powett. No, sir; I wrote that by myself, and had to write it. 

Mr. SuHertan. That is all I wanted to know. 

Mr. Streep. Mr. Chairman, I would like to ask a question. 

Is the gasoline retail business in Fitzgerald highly competitive in 
the sense that other major companies have stations there’ 

Mrs. Powerit. Yes, there are. 
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Mr. Srexep. How did your station, in your opinion, rate in appear- 
ance, and so forth, in comparison with comparable stations of other 
competing companies? 

Mrs. Powe. It was one of the most attractive, and did one of the 
bigger business in Fitzgerald. That is true of both the Sinclair sta- 
tions, not only ours. 

Mr. Sreep. Is it common practice there for filling stations generally 
to handle these sidelines of candies? 

Mrs. Powexu. They all do. 

Mr. Arnotp. You spoke about oils other than Sinclair’s. Can you 
recall anything that was said to you by any representative of Sinclair 
about that? 

Mrs. Powe. Not in actual words, but it was a source of conversa- 
tion every time one of them saw the oil. 

Mr. Arnotp. In general, what was that conversation ? 

Mrs. Powe... Just mainly to get rid of it, in a very friendly and 
nice way, but it was not the policy of the company. 

Mr. Arnotp. What was your understanding as to the reason they 
wanted you to get rid of the other oils? 

Mrs. Powrtx. I do not understand it myself. They did not want 
us to handle any other competitors’ oil, and my husband explained, 
and I had, myself, time after time, that we had customers that, had 
we not had the oil that they wanted, even though they wanted Sinclair 
gasoline, they would have not traded with us, and bought Sinclair 
gasoline, so we felt like it was better not to lose the customers, rather, 
and eventually, in fact, it did happen in two cases, that eventually we 
got them to using Sinclair oil. 
~ Mr. Arnotp. What were some of the brands of oil that your cus- 
tomers wanted, other than Sinclair? 

Mrs. Powetu. Standard Oil and Gulf Oil were our main ones, and 
I believe that was all we had. 

Mr. Arnotp. Now, this bookkeeping system that the Sinclair repre- 
sentative wanted you to put in, if you had put that in, they could have 
determined—the Sinclair Co. could have—whether you handled other 
oils; is that correct ? 

Mrs. Powett. I think so. Frankly, I never did understand it. 

Mr. Arnotp. But, as you recall it, through it the Sinclair Co. could 
have determined whether you handled other oils, other than Sinclair? 

Mrs. Powerit. Well, I should imagine so, because it would have had 
to have been listed. 

Mr. Arnotp. On that bookkeeping system that they wanted you to 
put in? 

Mrs. Powenw. Yes. 

Mr. Sueenan. Any other bookkeeping system would have shown 
from whom you purchased material. 

Mrs. Powztu. Gentlemen, you have to excuse me, but I am a little 
ignorant on oil, and that part of it. 

Mr. Roosevett. I think you answered it, Mrs. Powell. 

Now, Mrs. Powell, you recognize that under the committee rules 
in trying to be fair, that it is only proper that if the Sinclair Co, has 
any questions, we would like you at this time to answer any questions 
that they may put to you. 

Mrs. Powsztx. I will be glad to. 

Mr. Roosevett. Are there any questions? 
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Mr: Murray. We have no questions, Mr. Chairman, but I am won- 
dering if when we look into the things that Mrs. Powell has said and 
we would like to put in a statement at a certain time in the hearings, 
if that will be permitted. 

Mr. Rooseverr. You certainly may, and the record will be held open 
for anything you want to put in it. 

Well, Mrs. Powell, thank you very much. I am sure I express the 
appreciation of both myself and the other gentlemen of the committee 
for your coming here and appearing before us. 

Mr. Arnotp. Before these gentlemen from Sinclair leave, I would 
like for the record to show who they are, and the positions they hold. 

Mr. Murray. I am Robert W. Murray, attorney for the Sinclair 
Refining Co., and my address is 1210 Shoreham Building, Washington, 
D.C 


Mr. Grenz. I am Mr. Charles W. Grenz, and I am staff assistant in 
the marketing department of the Sinclair Refining Co. 

Mr. Roosrvetr. I believe we already have that in the files. Mr. 
Snow, you also represent Mr. Horton; is that correct? 

Mr. Snow. Yes. 

Mr. Rooseverr. What about Mr. Stubbs? 

Mr. Snow. Yes. 

There will be several witnesses that I will not represent. Mr. Rob- 
bins will be represented by Mr. Millard, who will act as his counsel. 

Isn’t he on your list for today ? 

Mr. Roosevert. Who? 

Mr. Snow. Mr. Robbins. 

Mr. Roosevett. Yes, that is for this evening’s session. 

Mr. Horton, I understand that you would like to have Mr. Snow 
perce to act as your counsel and give you such legal advice as you 

esire 

Mr. Horton. Yes, sir. 

Mr. Roosevetr. Mr. Horton, I am going to ask you to testify under 
oath, and I will read you the oath. 

Do you swear that the testimony you are about to give before this 
committee is the truth, the whole truth, and nothing but the truth, so 
help you God? 


Mr. Horton. I do, sir. 


TESTIMONY OF ED HORTON, MANCHESTER, GA. 


Mr. Roosreveut. Mr. Horton, have you a prepared statement ? 

Mr. Horron. I have, sir. 

Mr. Roosrverr. Have you copies of that that you could make avail- 
able to the other members of the committee ? 

Mr. Swow. I have. 

Mr. Roosrveir. Mr. Snow says that he has. 

Oh, yes; is there any representative of the Standard Oil Co. of 
Kentucky present ? 

Mr. Snow. Mr. Chairman, Mr. Horton dictated this statement and 
he has corrected it. The copy he is going to read from has been cor- 
rected, and there is one corrected copy here. The other two are similar, 
but they do not have the pencil notations. 

Mr. Roosevett. We will follow it as best we can. 

All right, Mr. Horton. Will you go right ahead. 
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I think we will let you begin, and if the representative of the oil 
company comes in, we will stop you and summarize what you have 
said up to that point. 

Mr. Horton. Mr. Chairman and members of the committee: My 
name is Ed Horton, Manchester, Ga. I moved to Manchester in No- 
vember 1949, and at the time I moved there was a new. Gulf station 
that had just been completed. 

Having done service station work practically all my life, I opened 
this station December 8, 1949, and I operated this station until May 
of 1950. Being new in Manchester, I spent a lot of time with this 
station, building the business up, and during the first 3 months of 
1950 Standard Oil of Kentucky was in the process of building a new 
station located in Manchester. 

In April of 1950 representatives of the Standard Oil Co. contacted 
me in an effort to get me to operate the new station which they were 
building. Having just opened a station and with two small children, 
I told them I didn’t have adequate funds to open another station at 
that time. They painted me a pretty picture of the business that 
I could do in their station, the money that I could make, and all the 
advantages that I would have being in a bigger station. They went 
over the stock and the equipment that I would need in the station, 
which amounted to a rather considerable sum. [I still insisted that 
I didn’t have adequate funds to open this station, therefore I wasn’t 
interested in it. 

On the 20th of April, 1950, representatives of the Standard Oil Co. 
again contacted me and tried to persuade me to take the station, which 
was nearing completion. At that time they had a rent on a gallonage 
basis of one and a half cens per gallon, and I refused the offer due to 
the fact of the high rent—which I thought was too high—and again 
stated that I still didn’t have adequate funds to open another new 
station at that time, and I still wouldn’t be interested in making a 
change. 

On April 26, 1950, representatives of the Standard Oil Co. again 
contacted me with reference to taking a new station and asked me if 
I would make any reconsideration. I told them “No,” and they 
wanted a definite reason. I told them again that I didn’t have ade- 
quate funds and that the rent was too high, and that I would not be 
interested in it. 

They in turn made me the offer to completely stock this station and 
put all new equipment in, with me to make a small down payment and 
making monthly installments on the stock and equipment. I told 
them that I didn’t mind taking it on the installment plan on the equip- 
ment, but with the stock I didn’t want to do it like that; and they in 
turn said: 

“Well, if you get tight and you can’t make your monthly payments, 
we understand those things and we'll go along with you, we are not 
going to push you.” 

I took the station with that proposition and a cent and a half 
gallon rent per month. The lease that I signed was for 30 days with 
a clause in it that either party could cancel the lease with 10 days’ 
written notice. There was nothing in this lease that said I had to 
sell any products other than Standard Oil gas, grease, oils, and K-oils. 

There was no mention of any TBA products in this lease. 
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In April 1951, representatives of the Standard Oil Co. came around 
with a new lease with only one change in it, the rent changed from a 
cent and a half per gallon to $175 per month flat, plus one-eighth of a 
cent per gallon. I accepted this rent increase due to the fact that 
I had money invested in the station, that I owed money, and my 
staying there was the only means that I had of meeting the obliga- 
tions that I had made. 

During the summer of 1952 I was purchasing accessories from a 
jobber in Columbus, Ga., a small amount. en a Standard Oil 
representative came around, he would take the merchandise out of the 
cartons or packages and put it in Atlas containers. No mention was 
made at that time of my purchasing accessories from anyone else other 
than Standard Oil. I carried a complete stock of Atlas tires, tubes 
and batteries, and 90 percent of my merchandise was purchased from 
Standard Oil Company of Kentucky. 

In November, 1952, I had a quantity of Prestone antifreeze dis- 
prayed in my front window, along with Atlas Permaguard antifreeze. 

r. Paul Ross, Standard Oil representative, came by, and Mr. Ross 
proceeded to tell me to move the Prestone antifreeze out of the window. 

At this time I would like to read some notes of a conversation that 
was made between Mr. Ross, the Standard Oil representative, and 
myself, that I made immediately after he left. 

Conversation of Paul Ross (Standard Oil Co. representative) and 
Ed Horton (Standard Oil Co: service station dealer) at Ed Horton’s 
service station (corner Broad and Second Street, Manchester, Ga.). 


Thursday,October 23, 1952 3: 15 p. m. 

Ross. Ed, I’d like to introduce Mr. Price, who is with the Dill Electric Patch 
Co., and who will put on a demonstration for you. (Conversation just inside 
door of grease room by water fountain. ) 

Horton. How do you do, Mr. Price. 

Ross. But before the demonstration, Ed, I’d like to have a few words with 
you. (Leaves grease room and walks just outside of station on front.) 

Ross. I just don’t understand it. Last time I was here, you promised me 
that you weren’t going to buy that Henderson tire changer, and then when I 
come back, I find Henderson tire changer installed and in use and your display 
window full of Prestone anti-freeze. 

Horton. Well, what’s wrong with all that? 

Ross. It just doesn’t go. Howell came by here and saw all that Prestone 
sitting in the window and he politely cussed me out about it. 

Horton. Where is Howell now? 

Ross. He’s up the road. Ed, if you’re tired of it and dissatisfied with the 
station, why don’t you just check out and get it over with. 

Horton. I’m not dissatisfied with it. I’m just getting damn tired of some- 
body telling me what I can buy and what I can’t buy and making unjust criti- 
cisms every time I make a move. 

Ross. You’ve got to move that Prestone out of the window. 

Horton. What I buy is my business. 

Ross. Oh, no, it isn’t. 

Horton. Do you mean to tell me that I’m paying $175 plus 4th of a cent a 
gallon a month rent and what I buy isn’t my business? 

Ross. That’s right. 

Horton. Where is Uncle Ben? 

Ross. He’s down at the office, I guess. 

Horton. I'll get him up here and we'll get this thing straightened out once 
and for all. 


(I drive down to the office and Uncle Ben, the Standard Oil agent, 
wasn’t there. So I immediately come back to station. Time lapse 
of approximately 5 minutes.) 
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(Conversation was resumed at side of station where I parked pick- 
up truck. ) 


(Conversation of Paul Ross and Ed Horton continued :) 


Horton. He wasn’t down there—office was locked up. 

Ross. I’ve done all I know to do for you. I’ve helped you in every way that 
I possibly can, to get you things that you asked for, and was about ready to 
suggest that your station needed a coat of paint—so let’s get your boy to move 
that Prestone in the back room. 

Horton. Do you mean to say that I can’t sell Prestone or even display it? 

Ross. No, I can’t tell you that you can’t sell it; we aren’t supposed to tell 
you what you can or can’t sell, but if you don’t cooperate with us, things can be 
mighty rough for you, so if you are dissatisfied, I'll be back down here next week 
and you can give me your answer. 

Horton. What kind of answer? 

Ross. As to whether you want to stay here or not. Ed, let’s get down to facts. 
I’m going to give ’em to you straight. If Mr. Graves or the man out of the Louis- 
ville office were to come by here and see that Prestone in the window, they wouldn’t 
do a thing but go to the Atlanta office and glance at your record and call me and 
tell me to come check you out—that your record was unsatisfactory and that 
would be all there is to it. And it would more or less put me on the spot if that 
were the case, so will you put that Prestone in the back. 

Horton. The stock room is dirty and needs cleaning up. 

Ross. Well, get it out of that window this afternoon. 


Horton. In other words, I’m not supposed to buy anything but Standard Oil 
products. Is that right? 

Ross. If we were to come right out and tell you that you weren't, we would be 
violating the Haywood-Patterson Act, and it would be against the law. So it’s 
like I told you a few minutes ago, if a man can’t cooperate with the company his 
record is determined unsatisfactory and he’s checked out. Ed, I’ve told you 
things that I wasn’t supposed to, like what would happen if Mr. Graves were to 
come by here and see that here, so come on and move that Prestone in the back. 
So I'll be back down here next week and you can give me your answer then. 

Horton. (No answer. ) 


These notes were written immediately after Mr. Ross, a representa- 
tive of the Standard Oil Co., had left the premises and to the best of 
my knowledge and memory are the main points of discussion between 
Paul Ross and Ed Horton on the 23d day of October 1952, conversa- 
tion begenning at'2: 25 p.m. and ending at 3: 13 p. m. 

Mr. Horron. Mr. Chairman, I would like to add something else too 
that wasn’t in my original statement concerning this Miller Henderson 
tire changer. The Standard Oil Company of Kentucky sold the Iron 
Coates Tireman, and they had never tried to sell me this piece of equip- 
ment. I ordered the Miller Henderson tire changer and had it in use 
when Mr. Ross came back to my station. He demanded that I cancel 
the order and send it back and buy Iron Coates Tireman. Even 
though the Miller Henderson tire changer was considerably more ex- 
pensive than Iron Coates Tireman, I preferred to have it and keep it— 
it was a better piece of equipment—and, therefore, I kept it and re- 
fused to cancel the order and send it back. He also stated that if I 
would buy this piece of equipment from Standard Oil of Kentucky 
I would be buying all of my equipment and stock from them and there- 
fore would make my record look much better. 

Mr. Ross came back within a week and invited my wife and me to 
dinner the night that he was there. After we had finished dinner 
Mr. Ross said to Mrs. Horton, “Can’t you control Ed pretty good?” 
We asked him what he meant by that statement. “Well,” he said, “I 
guess he has told you about our conversation of last week, that the 
Standard Oil Co. has a policy that all operators have to abide by, and 
if Ed can’t abide by that policy he is going to lose the station. i hate 
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to see him leave, but that is the way things are stacked up. How about 

ou talking to him and see if he won’t abide by it?” She replied to 
him that Ed ran his own business and she wouldn’t have anything to 
do with it. There being no further conversation that night, the party 
was adjourned. 

Mr. came back approximately every 2 weeks from then, and he 
would get his order book out, and living a complete stock of TBA 
products, I would tell him I didn’t need anything. He would proceed 
to write his own order up and have it shipped to me. 

In January 1953 Mr. Ross and Mr. Howell, representatives of the 
Standard Oil Co., called me on the phone to come to the agent’s office 
and meet them at 3 o’clock. I made the appointment there on time, 
and Mr. Ross and Mr. Howell carried me into the stockroom and more 
or less raked me over because I wouldn’t give them a huge order every 
time the salesman came around. They also stated that I had to abide 
by the policies of the Standard Oil Co., and that they had a quota of 
TBA products to meet, and that my station, Bill Loman’s service sta- 
tion, Manchester, and the Warm Springs service station had to meet 
this quota, and they were going to get it one way or another. I told 
them I still didn’t need anything and wasn’t going to buy anything 
at that particular time. 

January 15, 1953, I received a letter from Mr. H. W. Graves, district 
manager of the Standard Oil Co. of Kentucky, stating that in the 
lease agreement either party had the option to cancel the lease with 
10 days’ notice; therefore the letter was to serve notice that my lease 
was canceled as of January 31, 1953, and be prepared at that time to 
turn keys over to Standard Oil representative. 

On January 24, 1953, Mr. Paul Ross called me on the phone and stated 
that, since my lease was canceled as of January 31, he was coming to 
check me out Saturday night, January 24; he knew it would be agree- 
able to me since I was definitely going out. I did not make any agree- 
ment with Mr. Ross as to the date that I was to go out, but on the night 
on January 24, at 6: 30 p. m., Mr. Paul Ross and W. E. Calloway, new 
lessee, came into my station and ordered that business be ceased. Mr. 
Ross then ordered me to remove all products and equipment other than 
Standard Oil products from the stock and display shelf or shelves, and 
to move it out of the station. He sat behind the desk and tabulated 
the inventory sheets and extended the prices as I was calling them off 
to him. This was completed at 1:30 a. m., January 25, when I then 
turned the keys to the station over to Mr. Paul Ross, direct represent- 
ative of the Standard Oil Company of Kentucky, and Mr. Calloway 
gave me a check for Standard Oil products only. And there I was, 
deprived of my investment and my livelihood that I had spent 33 
months trying to build up. 

Mr. Chairman, that about concludes that statement that I have. 

I would like to state that in the inventory as we were finishing it, 
he gave the new lessee the largest possible discounts, quantity dis- 
counts, on all merchandise, and after the inventory prices had been 
extended and the total figure arrived at I had to give the new lessee 
a 21%4-cent cash discount, some of which I had not received myself 
when I made the purchases. 

I also had approximately $900 worth of other merchandise and 
equipment that I had not purchased from Standard Oil Co., that I 
had to move to my house and peddle out the best way I could at a loss. 
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On accounts receivable I had approximately $2,300. Going out as 
quick as I did with such a short notice, I collected approximately half 
of that $2,300. I still have the othersonmy books at home. _ 

During my time at the Standard Oil station, I have kept it open as 
long as 20 hours a day to meet the obligations that I had tomeet. My 
expenses ran approximately $750 per month. That included rent, 
labor, and lights, for public utilities. I had a very small drawing ac- 
count of approximately $250 a month, which isn’t too much for a 
family of 4,2 children. 

After leaving the station I went into the insurance business. Hav- 
ing been used to selling tangible products, I found it hard for me to 
sell intangibles. Therefore I could not make a success in the insurance 
business. I stayed with it for 11 months and then went with the State 
Department Veterans’ Service of Georgia where I worked until Jan- 
uary of this year, and then I returned to the Gulf station on January 
17, 1955, where I previously had started off in Manchester. . 

That concludes my statement. 

Mr. Roosrvert. Thank you, Mr. Horton. I think the members of 
the committee would like to ask you a few questions. 

I would like to ask first, this was quite a responsibility you took on 
when you entered the station. On what ground do you think that you 
were justified in making a contract that could be canceled at the end 
of a 10-day notice period? Was there some reason that you felt that 
was a justified risk to take ¢ 

Mr. Horton. I felt that the contract wouldn’t be canceled unless m 
moral standing warranted it or I didn’t run a desirable station, suc 
as allowing drinking to go on or a dirty station, and I felt there was 
no danger of the lease being canceled. 

Mr. Roosrverr. Was that said to you by anybody or was that an 
assumption ? 

Mr. Horton. That was discussed. 

Mr. Roosrvert. Have you the contract under which you operated ? 
Could you leave a copy with the committee? The reason that I ask 
is that I am particularly interested in knowing whether there is in the 
contract any clause which gives you complete freedom as to the manner 
of the running of your station. In many of these contracts that I have 
seen there is a specific clause, and I think it is in all Standard Oil Co. 
contracts in which they specifically state that the management of 
your station is your own responsibility and that they will interfere 
with it in no manner or take any responsibility. Is that clause in your 
contract ? 

Mr. Horton. I believe it is. Yes, sir. I have the copies of both 
leases over at the hotel, and I shall be glad to turn them over to the 
committee. 

Mr. Roosrvetr. You will see that they are made available to the 
committee ? 

Mr. Horton. Yes, sir. 

Mr. Roosevetr. Mr. Steed. 

Mr. Sreep. You say that you are now operating a filling station 
under contract with Gulf? 

Mr. Horton. Yes. 

Mr. Srerep. What are the terms of cancellation on that contract? 

_Mr. Horton. The lease runs for 12 months. The company is held 
binding to this contract. They can only cancel it at the end of the 
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12-months” period, and they have to give 30 days’ written notice at 
that time. 

Mr. Streep. Does it imply what reasons they have to give to cancel it ? 

Mr. Horron. The moral reasons, running a dirty station, or not 
doing a balanced business. 

Mr. Sreep. Does it exclude you from handling other products than 
theirs ¢ 

Mr. Horron. It states that I will sell Gulf oils, gas, grease, and 
K-oils. No other products are mentioned. 

Mr. Roosevett. I think Mr. Steed’s question was, does it preclude 
you from selling any other oils or any other products of other 
companies ? 

Mr. Horton. Yes. I can only sell Gulf oil, gas, grease, and K-oils. 

Mr. Roosrvett. That is in the contract ? 

Mr. Horton. Yes, sir. 

Mr. Steep. What is it about milk or bread or chewing gum or Coca- 
Cola—things of that nature ? 

Mr. Horron. It doesn’t mention that. All it says is that I will sell 
Gulf oils, gas, grease, and K-oils. 

Mr. Streep. Do you handle any sideline items such as chewing gum 
or Coca-Cola or items of that sort? 

Mr. Horton. Yes, sir. 

Mr. Steep. Have they complained about you doing that ? 

Mr. Horron. No, sir. ‘ 

Mr. Sreep. It does not require you to handle any line of tires or 
tubes ? 

Mr. Horton. It doesn’t mention any TBA products. I might 
add that their representative stated that they would like for me to 
purchase the TBA products from the Gulf Oil Corp., but they did 
not tell me that I had to purchase them. 

Mr. Steep. Have you had any difficulty or friction with them in 
that regard at all ? 

Mr. Horton. Not with Gulf Oil Corp. 

Mr. Roosevett. But you did with Standard Oil ? 

Mr. Horton. Yes, sir. 

Mr. Roosevetr. Mr. Sheehan. 

Mr. Sueenan. Mr. Horton, what was the date that the interview 
took place with Mr. Ross? You were reading the conversation with 
Mr. Ross. I was interested in the date of that conversation. 

Mr. Horton. October 23, 1952. 

Mr. Sueenan. Did you have any particular reason for taking de- 
tailed notes on a conversation between yourself and another man? 
Did you have anything in mind at that time ? 

Mr. Horton. I thought it was rather odd that they demand I take 
the Prestone antifreeze out of the window and not display it. It was 
a few days before that that Mr. Ross had got on me about the Miller 
Henderson changer, and then he made a return trip when he is stating 
these facts. He came with his Prestone antifreeze demand that I 
take them out of the window. I tried to remember everything that 
went on as best as I possibly could, and immediately after he left I 
went to my desk and started jotting the notes down to the best of my 
tae Te I got the main points of the conversation between him 
and me. 
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Mr. SureHan. Then Mr. Ross also brought up the subject of the 
Prestone, at a later day, too; did he not? ; 

Mr. Horron. A week after that when my wife and I had dinner 
with Mr. Ross, he brought up the policy of the Standard Oil Co. that 
I had to abide by. And on January 1 Mr. Ross and Mr. Howell called 
me down on the phone to the agent’s office and told me I had to abide 
by the policy of the Standard Oil Company of Kentucky, that they 
had a quota of TBA products that. they had to meet and this they 
were going to meet one way or another. It was just a few days after 
that that I received my letter canceling my lease. 

Mr. Suernan. According to the statement I have in front of me, 
your prepared statement, on page 5 you also state on November, 1952, 
you had a quantity of Prestone antifreeze in which Mr. Paul Ross 
asked that you take out of the window. I am merely trying to keep 
track of the dates of October and November, 1952, in which there seems 
to be some conflict of the two times. 

Mr. Horron. There is a discrepancy there. It was in October 1952. 

Mr. Sueenan. That is all, Mr, Chairman. 

Mr. Arnoxp. Mr. Horton, when does your present 1-year lease with 
Gulf station expire? 

Mr. Horton. January 15, 1956. 

Mr. Arnoxp. Do you also have a supply contract with them for 
Gulf gasoline and oil? 

Mr. Horton. Yes, sir. 

Mr. Arnoxp. Do you recall the cancellation provisions for that 
supply contractor ? 

Mr. Horton. No, sir; I don’t recall it. 

Mr. Arnot. Is it a 30-day notice or a 10-day notice? 

Mr. Horton. It is a 30-day notice. I might state in the contract 
as a whole it states that the company is bound by the contract and can 
only cancel at the end of the 12-month period and then after having 
given the operator 30 days’ written notice. 

Mr. Arnoxp. That applies to both the contract for your gasoline 
and also the lease—two separate contracts? 

Mr. Horton. Yes, sir. 

Mr. Roosrveit. Mr. Horton, how many different contracts with 
Gulf do you have in order to operate your station on a balanced basis? 
In other words, as I understand it, you have one contract for the lease 
of the station ? 

Mr. Horton. Yes, sir. 

Mr. Roosrver. One for the oils and lubricating materials, is that 
correct ? 

Mr. Horton. Yes, sir. 

Mr. Roosevett. And what other contracts do you have? 

Mr. Horton. One for the gas and one for K-oil. 

Mr. Roosevert. So you have four varying and different contracts. 
Do they have different termination dates and different cancellation 
clauses or are they uniform in those respects ? 

Mr. Horton. They are uniform. And in the gas; oil, grease, and 
K-oil contracts it merely states that I will handle the Gulf Oil prod- 
ucts in that line exclusively. 


Mr. Sueenan. Mr. Horton, for my own information, what is K-oil ? 
Mr. Horton. Kerosene. 
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Mr. Sreep. Mr. Horton, you said that when you were checked out 
of this Standard station you had some accounts receivable and a con- 
siderable amount, all of which you have not been able to collect. Now 
I assume that part of that is for gasoline that you delivered to your 
customers. 

Mr. Horton. Yes, sir. 

Mr. Sreep. In the sale of gasoline you are required to collect a State 
and a Federal gasoline tax? 

Mr. Horton. Yes, sir. 

Mr. Streep. And make remittances for that. Now, does that imply 
that you paid this tax on this gasoline that you are now unable to col- 
lect for? 

Mr. Horton. Yes, sir. I filed all State and Federal taxes. 

Mr. Streep. So your loss then not only includes your profit but the 
rice of the gasoline plus the tax on the gasoline that you paid for 
or these customers to whom you extended credit? 

Mr. Horton. Yes, State and sales tax too. 

Mr. Streep. One more question. In the matter of extending credit, 

did the company permit you to make your own policy on that? 

Mr. Horton. Yes, sir. We have the company credit cards, and then 
we have our own personal accounts, something which you can’t get 
away from in a small town. 

Mr. Strep. The company credit cards operate though so that you 
can use those to offset your payments to the company for merchandise ? 

Mr. Horton. Yes, sir. ; 

Mr. Arnotp. Mr. Chairman, does Gulf Oil Co. approve any par- 
ticular antifreeze or sponsor any particular antifreeze ¢ 

Mr. Horton. They have the Gulf antifreeze. 

Mr. Arnotp. And do you carry the antifreeze ? 

Mr. Horton. We have some in stock this year; yes, sir. 

Mr. Arnoup. Do you carry any other antifreezes? 

Mr. Horron. Yes, sir, I have Prestone in stock. 

at Arnotp. And I understand that Gulf also sponsors Goodrich 
tires 

Mr. Horron. They have their own name on the tires, but I believe 
that Goodrich makes the tires. 

‘ - eh: Do you carry any other brand aside from the Gulf 
ran 

Mr. Horton. No, sir, I don’t, the Goodrich and Gulf tire. 

Mr. Roosrvett. Would you feel free to do so if you care to do so if 
there were a demand in the community ? 

Mr. Horton. I might be a little leery of it. 

Mr. Roosrvetr. Why would you be leery of it? 

Mr. Horton. I have gone through this one time, and I don’t want 
it to happen again. 

Mr. Roosrvett. Well, thank you, Mr. Horton. 

We have as our next witness Mr, Roger Stubbs of Seattle, Wash. 

I think that for the record we should have the names and the posi- 
tions of the representatives of the Shell Oil Co. 

Mr. Lirxin. My name is Irving Lifkin, attorney. 

Mr. Minor. My name is Ollie Minor, manager of the retail depart- 
ee os of the se New York City. 

Mr. Huet. name is Elbert A. Hugill, Jr., genera 
New York City. : By one SeRetah aE) 
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Mr. Roosreve.r. Our procedure here is to let the witness, if he.has a 
prepared statement, and Mr. Stubbs does have a prepared statement, 
proceed with the reading of his statement and then members of the 
committee will question him. Then if you have any questions that you 
care to put in writing and submit them to me, I will put them to Mr, 
Stubbs if they are pertinent and relevant to what we are talking about. 
Of course, any further statements that you care to make to the com- 
mittee at either the present time or at a later time will be accepted 
by the committee. 

Mr. Stubbs, I am going to ask you to rise and raise your right hand 
if you will. 

Do you swear that the testimony you are about to give before this 
committee is the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Srusss. I do. 

Mr. Roosevetr. Mr. Stubbs, you may proceed. 


TESTIMONY OF ROGER STUBBS 


Mr. Sruses. Mr. Chairman and members of this committee, my 
name is Roger Stubbs. I am a former Shell Oil dealer, and I spent so 
many years of my life in the dream from which I have now awakened— 
that I was going to find independence and business success—that I 
could be an independent businessman, 

I entered into business as a Shell dealer January 5, 1950, leasing 
the ame 1013 East 45th Street, in Seattle, Wash., from the Shell 

il Co. 

My relationship with the Shell Oil Co. dated back approximately 5 
years prior to the time that I leased the station from the Shell Oil Co., 
in the respect that I was associated with another Shell dealer in another 
location. 

At the time this Shell station was being built, I asked approximately 
3 months in advance if the station would be available for lease, and it 
was several weeks later that they notified me that it would be leased 
and could possibly be leased by me, and it was about a week or 10 
days before the actual date that 1 went in there that I was notified 
that I could lease the station. 

As I said before, I opened the station January 5, 1950, I went in 
there, and the weather was bad and I couldn’t buy the merchandise that 
I needed for sale at this particular time, such as chains, antifreeze, and 
winter tires that really were a necessity. 

In 1951 I showed a very startling increase over the year of 1950. 

Then in 1951, the latter part of 1951, there was a cent and six-tenths 
increase in the tank-wagon price of gasoline, and at that time dealers 
generally raised their margin approximately a cent and a half, making 
it approximately a 3.1-cent increase in gasoline over the Seattle area. 
It was just a very short time after that that the different oil companies, 
in my case the Shell Oil Co., started pressuring the dealers to drop the 
retail price to meet the Standard Oil Co., Inc., competition. This 
meant that they were pressuring dealers to reduce their operating mar- 

ins. 
, On the west coast they have what they call Standard Stations, Inc., 
which are‘owned and operated directly by Standard Oil Company of 
California. 
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In our particular area, after they had raised the tank-wagon price 
a cent and six-tenths, they raised it another cent, which left them a 
half a cent below the average dealer posted retail price. This proved 
later to be very important because the other major oil companies then 
began to apply pressure on their lessee dealers to reduce their margins 
one-half cent in order to meet the “competition” set by Standard Oil 
Company of California in its company-operated stations. 

I was one of the dealers that felt that it was very important that I 
maintain my operating margin. I was one of the dealers who with- 
stood the major oil company pressure and did maintain my margin. 

In the spring of 1952 a representative of the Shell Oil Co., a man 
by the name of Tom Dicker, came to see me and took me to lunch and 
explained to me that it would be an absolute necessity that I drop 
my price a half a cent a gallon to meet the Standard Oil competition 
next door. 

We discussed it at some length and at the close of the conversation 
he explained that if I didn’t drop the price, and it I wouldn’t cooperate 
with them, they would most certainly get somebody in there that 
would. 

I was Operating my station on a year-to-year lease which expired 
on May 15. Apparently, they felt it was too late for them to do any- 
thing about cancelling my lease that year. But, in the year of 1953 
the company again renewed their attempts to try to get me to drop 
my retail price, and in 1953 they also told me in no uncertain terms 
that if I intended to stay in this location I would have to increase 
my operating hours, staying open until at least midnight. I was clos- 
ing at that time at 10 o’clock. 

n 1953 I still refused to drop the price, even though we discussed 
in quite lengthy conversations on several occasions. Mr. Randy Pope, 
now district retail manager who was assistant district retail manager 
at that time, and Mr. John Lynson, who was the district retail manager 
at that time and who was later conveniently transferred to Milwaukee, 
Wis., made several attempts, using various types of verbal pressure 
to persuade me to reduce my price. 

I refused to do it in a nice way, and so 10 days prior to the expira- 
tion of my yearly lease period which was May 15, I was notified that 
the lease was cancelled and would not be renewed. 

I took the matter up with Mr. Max Nicolai, an attorney recom- 
mended by the Washington Gasoline Dealers Association, Inc., and 
after looking into the situation he decided that there had been a very 
simple violation of Washington law on the part of the Shell Oil Co., 
since the State of Washington requires at least a 20 days’ notice on the 
cancellation of any lease. So he promptly advised the Shell Oil Co. 
in writing that they had not given me the required amount of notice. 

On the eve of the 14th of May, 1953, when the lease was supposed 
to expire, the then retail district manager, Mr. Lynden, and his assist- 
ant, Mr. Pope, called on me and explained to me that there was a mis- 
take and due to a technicality my lease was still in effect. I continued 
to operate during the following year, showing a steady increase in bus- 
iness, and I figured that there would be no more trouble. 

On November 16, 1953, I was subpenaed to testify before the Senate 
Small Business Committee, chairmaned by Senator Edward J. Thye, 
who was conducting hearings on the west coast looking into alleged 
monopolistic practices engaged in by major oil companies. I would 
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refer your atteition to the report of this Sénate committeé which 
includes a record of my testimony at that time. 

Then on April 8, 1954, I received not 1 but 3 registered letters from 
the Shell Oil Co. which notified me that my lease would not be renewed. 
Feelitig that this action on the part of Shell Oil Co. was unwarranted 
and perliaps illegal and upon the advice of my attorney, I decided 
to stay on the préiiises and continue to operate as though nothing had 
happened until such time as the company would arrange to purchase 
my stock and equipment at fair appraisal value and pay me for my 
goodwill. 

On the afternoon of May 14, 1954, the Shell salesman called on me 
with a man whom the company had selected to replace me. After 
some discussion with the two of them I realized, of course, that this 
young man lacked the amount of capital that it would take to purchase 
my merchandise and equipment. So, I suggested to them that they go 
back and consult their legal department, because due to my fee ing 
that their action in arbitrarily cancelling my lease was unwarrante 
and illegal I had decided to continue to operate my station until such 
time as the company arranged to purchase my stock and equipment 
at fair appraisal value and pay me for miy goodwill. I recéived a 
oP call a few minutes later, and the salesman asked me if he could 

ring the assistant manager out to discuss the matter with me. I said 
yes, they could. 

About a half an hour later the salesman and the assistant district 
manager came out; and the assistant district manager, who was Mr. 
Fred Zeller, said that apparently there had been some misunderstand- 
ing; and I explained to him that there was no misunderstanding on 
my part, that I fully understood the situation, and that I felt that 
there must be some misunderstanding on their part. 

After quite a little discussion on the matter, Mr. Zeller then asked 
me for the keys to the station, and I told him, of course, that I would 
have to refuse to give him the keys to the station as long as I had an 
investment there. 

So they left, and at 2 minutes until midnight that same night the 
district manager, Mr. Pope, and the division retail manager, Mr. Emil 
Cowing, came in and after a very short discussion, suggested that 
I turn over the keys to them; stating that my lease would expire at 
midnight and that they would then be in possession of the station. 

Upon the advice of my attorney I refused to give them the keys to 
the station and told them I was going to stay in possession until such 
time as the company would arrange to purchase my stock and eqtip- 
ment and pay me for my goodwill. This they refused to do and left. 
The next morning at 6:30 there were seven representatives of the 
Shell Oil Co. at my station, including two truck drivers with fully 
loaded 6,000-gallon trucks, expecting to fill the tanks for the new 
dealer. Sensing trouble, I called the police and suggested they come 
down and give me police protection, which they did, and the repre- 
sentatives of the Shell Oil Co. left as did the truck drivers, taking the 
badly needed gasoline with them which I had ordered from Shell on 
the preceding day which was 1 day before the expiration of my lease. 

That afternoon we realized that the gas that I had ordered the day 
before was not going to be delivered. So then the problem was where 
to get gasoline. After we had called the Shell Oil Co. and they had 
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definitely said they would not deliver any more gasoline, we called 
possibly 20. to 30 different wholesale distributors, including all the 
majors, and all of them refused to accept an order eyen though some 
of the small jobbers explained that they would like to supply me but 
if they did so their supply would be cut off. One of the Aa ex- 
plained to me that he knew that Shell Oil Co. had definitely put the 
word out that I was to be dried up. Fortunately, we managed to 
find what we would term in the petroleum business a bootlegger that 
was able to get a supply of gasoline out of the Standard Oi! depot; 
and about 15 minutes after we ran out of gasoline we got a 7,000-gallon 
load of gas. 

Well, after we received our first load of gasoline they realized, of 
course, that we were going to be able to stay in business. So, on the 
following Tuesday, which would be the 18th of May, I was served 
with papers, which in effect was a notice of the filing of a suit which 
was termed an unlawful detainer action. 

For approximately 30 days the Shell Oil Co. refused to sell us gaso- 
line and we managed to continue to get our supply through this so- 
called bootlegger. After going to great lengths to black out all prod- 
uct identification and make sure that we were not misrepresenting the 
product sold, we continued to operate that way for 30 days. The 
Shell Oil Co. then realized at the end of the 30 days that it was doing 
them more harm than it was us, so then through their attorney they 
notified me that they would be-very happy to continue to supply gaso- 
line until the litigation had been cleared. 

I operated the station from that time then up until the trial was 
held in the King County Superior Court in Seattle on January 3, 
1955. On January 3 we went to court and a jury was selected. My 
attorney presented a motion asking that the case be dismissed on the 
grounds that the lease was not valid. The jury was then dismissed 
to the jury room. Then both the plaintiff and defendant presented 
motions. There were five attorneys representing Shell Oil Co. 
After they presented facts and referred to several stacks of law books, 
the judge then weighed the evidence that had then been presented and 
he said that the lease that had been presented was not valid. He said 
that in order for any lease to be legal that it must be filed and notar- 
ized and neither had been done in my case. Also, he said that a lease 
of this type, in order to be legally in effect had to be renewed each 

ear, and therefore, he stated we had operated for 5 years without a 

egal lease. But the judge went on to say that in view of the fact 
that we had complied with other covenants in the lease that we should 
honor the termination notice. ; 

Before the jury was called in we recessed for about 15 minutes, at 
which time I consulted with my attorney. On the Friday before the 
trial Shell had held a deposition on me, at which time they asked me 
what I thought the reasonable rental value of the station was. I 
told them at that time that I felt a reasonable rental was a hundred 
dollars a month, and my rent under the lease was $200. And to com- 

licate it even further, in the original lease that I si with the 
Shell Oil Co. it called for $270. But I did not agree to that at the time 
that I signed the lease since Shell representatives told me that I would 
only be charged $200 per month, and they stated that instead of 
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changing the lease itself they would merely modify it by writing a 
letter giving me notice that the lease was modified to $200 a month 
until further notice. 

Well, at the time we recessed, the Shell Oil Co. attorney then re- 
minded my attorney and myself that we had agreed that the monthly 
rental value of the station was $100 a month, and he wanted to know 
if we would be willing to settle for that amount plus the damages, 
which were double, in other words, $200 a month. 

We then went into a conference with the members of the board of 
directors of the Washington Gasoline Dealers Association and Mr. 
Nicolai, my attorney. It was decided that, in view of the facts that 
had been presented and because our motion had been denied, it would 
be foolhardy to continue and put the case before the jury since as my 
attorney explained to me at that time, the only thing the jury could 
do would be to measure the amount of damages; and since the Shell 
Oil Co. were willing to drop the damage suit and willing to settle with 
us by purchasing the full inventory, we felt that this was the turning 
point in the case and that several things had been established even 
though we were going to lose possession of the station. 

So, at this time we went back into the courtroom, and these facts 
were presented to the judge. I agreed that on the 14th of January 
1955, which was just 2 weeks later, I would give Shell possession of 
the station. So, on the 12th day of January they came in, we inven- 
toried the complete inventory of equipment and merchandise, and the 
Shell Oil Co. paid me by check for same. . 

The morning that we inventoried the station they brought in two 
young fellows to take over, and as I understood later that was on what 
we call a C-type operation, which means a consignee or commission 
station. At this time when the new operators took over the station the 
Shell Co. representative immediately went right to the pumps and 
dropped the price of the gasoline, I believe it was, a half or three- 
quarters of a cent per gallon. The Shell Oil Co. is, of course, in con- 
trol of the station now since the operators that are in there are operat- 
ing on this C-type operation. 

Thus, you see, gentlemen, that after having failed in their countless 
attempts over a period of many months to coerce me as an independent 
lessee dealer into adhering to their dictated price, the Shell Oil Co. 
finally canceled my lease and achieved their purpose by turning the 
station into a commission-type operation under which they dictate 
retail prices directly. 

There is one thing I would like to add: I recently tried to purchase 
a service station—the real estate and the improvements—and the man 
that owns the property has a products agreement with the Shell Oil 
Co., and before I could buy the property I would have to get permis- 
sion from Shell Oil Co. to permit the station. So my attorney sug- 
gested that the first thing that I should do would be to contact them. 

T contacted them and so did the property owner, and we both re- 
ceived the same answer. Mr. Pope, the Shell Oil Co. district manager, 
told Mr. Jack Reasoner, the property owner, that the Shell Oil Co. 

absolutely would not do business with me, that they felt that I had 
given them too much unfavorable publicity. 

At the time of the hearing my attorney asked the court and the Shell 
Co. that I be guaranteed that I would not be blackballed in the indus- 
try, and assurances were given that I would not be so blackballed, but 
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I have been unable to get a station since that time. Through verbal 
discussion with the executives of other oil companies in Seattle, I have 
found it hard to get any of them to discuss the possibility of leasing 
another station, even though I know that there are service stations 
available. I am in this position at present and have had to seek other 
means of making a livelihood for my family and I. 

Mr. Roosrevetr. Thank you, Mr. Stubbs. I have just a couple of 
questions. 

Have you a copy of your original lease that you signed with the Shell 
Oil Co. available ? 

Mr. Srusss. I meant to bring that with me but I believe it is still in 
my attorney’s office. 

Mr. Roosevett. Can you supply the committee with a copy of it? 

Mr. Srusss. Yes, sir. 

Mr. Rooseveitt. We would appreciate it if you would. This was a 
year-to-year renewal lease signed ? 

Mr. Srupps. Yes, It was an automatic renewal and unless it was 
canceled it was automatically renewed each year. 

Mr. Roosrvett. In your opinion, is there a sufficient safety margin 
for the average investor in a gasoline station such as yours on the basis 
of a 1-year lease ? 

Mr. Srusss. No, I don’t believe there is. The investment is growing 
every year with the complexity of automobiles, and a dealer has to 
have more equipment. And the tires, of course, are getting more com- 
plicated; you have to carry a larger stock in tires. So inventories are 
growing each year. 

Mr. Roosevett. Do you carry a full TBA line of Shell Oil Co. ? 

Mr. Srusss. They recommended two lines of TBA merchandise, 
Goodyear and Firestone. I carried the Goodyear line for one reason, 
to try to keep peace with them. And another reason, I didn’t like the 
complete line of Goodyear merchandise, even though some of the items 
that I bought through the recommended distributor I did pay more 
than I would through an independent jobber. 

Mr. Roosevetr. But you did have a complete leeway if you wanted 
to have some other brand, and you would have been able to? 

Mr. Srvusss. No, absolutely not. That was one point they made very 
clear, that you do carry their complete line. 

Mr. Roosrvett. In other words, you had a choice of two ? 

Mr. Srusss. Firestone and Goodyear. 

Mr. Roosrvert. And you could not have picked up, let us say, Lee 
tires or anything else? 

Mr. Srvusss. No. 

Mr. Roosrverr. In the question of price, is it your observation that 
once the lead price had been set all of the other independent dealers 
pretty much followed in line and gave in to the so-called pressure, as 
you put it? 

Mr. Srusrs. Well, they did after a certain period of time, if there 
were a popular price. 

Mr. Roosrvett. What I am trying to get at is, this is not something 
that is just a practice of Shell Oil Co. 

Mr. Srusss. No, it seemingly was with all of the other companies. 
I have had no experience with the other major oil companies, but ap- 
parently they all felt the same way because there were numerous com- 
plaints in our area with other brands of companies. 
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Mr. Roosrvett. I see. Mr. Steed. 

Mr. Sreep. Mr. Stubbs, you stated that you appeared before a Sen- 
ate committee, 

Mr. Srusss. That is right. 

Mr. Sreep. Can you give us the gist of the testimony you gave that 
committee very briefly ? 

Mr. Srupss. Well, as I explained in my testimony here, in the early 
part of 1953 I had this notice served. Of course, they then came out 
and said that due to a technicality the lease had been renewed, but I 
felt there might be something good come out of this if I did testify, 
and since I was under subpena I merely explained what had happened 
and the pressure I was under there. Mr. Thye at that time, or after 
the close of the hearing, assured me that if ae was anything they 
could do they most certainly would. I was contacted on the cancel- 
lation of my lease in April of last year, 1954. But the gist of my 
testimony at that time was very similar to this except that I actually 
hadn’t been canceled out of business. 

Mr. Streep. Did any representative of the Shell Oil Co. ever dis- 
cuss the fact that you testified before that committee ? 

Mr. Srupss. They didn’t say a word to me about it, no. 

Mr. Streep. You have no way of knowing then whether your testi- 
mony before that committee had anything to do with any subsequent 
dealings the company had with you? 

Mr. Srusss. Not any more than any of the other reasons. They 
wouldn’t put any of the other reasons in writing. The retail price, 
hours of operation, and other things were all verbal. 

Mr. Streep. You had no way then of telling any difference in the 
company’s attitude toward you before or after your testimony before 
the committee ? 

’ Mr. Srusss. After the lease was canceled in 1953 I saw practically 
no one from the Shell Oil Co. for the full year up to May of 1954 
except the salesman who occasionally dropped in to leave different 
literature and stationery, et cetera, that they ordinarily do. But I 
didn’t see anybody to discuss any problems with at all. 

Mr. Sreep. You said that the competing station across the street 
from you sold gasoline a half a cent cheaper than you did? Yet you 
also stated that your volume increased in spite of that. How did you 
overcome the difference in price ? 

Mr. Stusss. Well, as I said before, it was a Standard Oil Co. oper- 
ation. It was a chain operation, a company operation. They con- 
tinued to have a turnover in help every week and every month, and 
there was never two of the same faces there in a week’s time. I felt 
with the help that I had—I was fortunate to have good help—that we 
frankly oak care of our customers and were able to build a steady 
business, and showed a gradual increase 

Mr. Streep. You found then that the buying public would pay a 
higher price if they got equal or better quality and service and the 
things that went along with it that you were able to give them ? 

Mr. Sruses. In most cases, yes. We know that we lost some custo- 
mers even with the half-cent differential that it was at that time. 
But we felt that if that half a cent was that important the Shell Oil Co. 
could drop the half a cent to us. 
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Mr. Streep. What about the advertising of Shell products in your 
territory? Did you spend money for advertising the quality of Shell 
products or did the company ? 

Mr. Stusss. No. I spent several thousand dollars in the 5 years that 
I was there of my own money on advertising—not all of it on Shell 
Oil Co. advertising—but in the first 3 years that I was there we had 
special events. The first, after the third month I was there, we had 
what was called a grand opening, spending several hundred dollars. 
Both the Shell Oil Co. and myself spent money on the grand opening 
and very successfully built up the business. And the following year 
we had what was called a first-year anniversary, and the second year 
we had a second-year anniversary. Each time it cost several hun- 
dred dollars. But I continued to do extensive advertising through 
local papers, and so forth, advertising their name as well as mine. 

Mr. Steep. Well, does the company in that area carry any television, 
radio, newspaper, magazine, or other type advertising of a general 
nature? That is, in publicizing the quality of their product? 

Mr. Srusss. They have national magazine advertising and, of 
course, at certain times during the year they have quite extensive news- 
paper advertising. They only have 1 radio broadcast and that is a 
15-minute news broadcast 3 times a day—no television advertising. 

Mr. Streep. That is a promotional-work program in which you did 
not directly contribute financially ? 

Mr. Strusss. Yes. 

Mr. Sreep. In any of the conversations company representatives 
had with you, did they mention the fact that they tried to build a gen- 
eral public acceptance of the product that would result to your advan- 
tage, and for that reason they felt that perhaps you should cooperate 
with a on price and other practices in order to take fuller advan- 
tage of it? 

r. Srusss. Well, of course, I was under the impression when I 
went in there that I would get full cooperation from them, and from 
that standpoint I cooperated with them. I knew that they did do a 
lot of advertising and that at the time I went into the station there was 
a lot of new stations being built, and they did come out with quite 
ah outstanding advertising program through the stations; that is, 
banners and spinning advertising, and it was a very outstanding adver- 
tising program. But I tried to cooperate with them in just about 


every way. 

Mr. Streep. Mr. Stubbs, what volume a year business did you esti- 
mate you received from customers who came there because you sold 
Shell products and for that reason only? I mean, not the regular 
customers but the tourists or someone who might be going by and 
who bought Shell products? 

Mr. Srvuses. Well that would be hard to say. The only way I could 
give you a description of that would be that during the month of May 
15 to June 15, 1954, when they refused to supply me with gasoline, as 
I explained here, we took down all the identification of Shell gasoline 
and had the pumps wrapped up in black oilcloth, and, of course, it 
raised considerable comment from the customers. We know that we 
lost some customers because we did not have the Shell brand of gaso- 
line. But that month we did show an increase of about 400 gallons 
over the month before. So we don’t feel that we lost too much because 
we didn’t have Shell gasoline. 
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Mr. Sueewan. Mr. Chairman, I would like to ask Mr. Stubbs, dur- 
ing the time he was having these controversies with Shell, were you 
financially successful? Were you making what you considered good 
money ? 

Mr. Srusss. Oh, I say I starved to death for a couple years and then 
I began to make a decent living. In the last year I was in business I 
would say I madea very good living, the last 2 years actually. 

Mr. Surenan. You stated that before you got into this Shell Oil 
station as a lessee yourself you had had 5 years’ experience working 
with another Shell dealer; is that right? 

Mr. Srusps. Yes, sir. 

Mr. Sueenan. Did you have any management experience? Did he 
tell you how the station operated? What were your duties in the pre- 
vious 5 years? 

Mr. Srusss. Well I did not have any title. I managed the station 
on several occasions when he was away. I felt that I was as much the 
management as he was as far as that goes. 

Mr. Surenan. Then you must have been acquainted with some of the 
policies of the Shell Oil Co., because of handling the station ? 

Mr. Srusss. Well he didn’t apparently have any problems because 
it hadn’t arisen at that time. 

Mr. Sueenan. In other words, during the previous 5 years with 
Shell you did not run into a similar situation ? 

Mr. Stusss. No. 

Mr. SHEEHAN. Were you acquainted with any other oil station deal- 
ers or employees during the previous 5 years? 

Mr. Srusss. Yes, sir. 

Mr. Sueenan. Did they have time to talk about the major oil com- 
panies resorting to price-cutting practices? 

Mr. Srusrs. Yes, as a matter of fact they did. I saw several of 
them that had problems. 

Mr. SHeenan. In other words, you were conscious that this had been 
a practice in the trade when you went into this business on your own ? 

Mr. Stusss. To some extent. I didn’t realize that it would be as 
hard to do business as it was. 

Mr. Sueenan. But you were more or less conscious of the fact that 
it had been tried on others and that maybe you might be subjected to 
the same thing ? 

_ Mr. Srusss. Possibly, but I didn’t feel that way about it at that 
time. 

Mr. SuerHan. One of the things that interests me in spite of this 
difficulty with Shell, assuming from your standpoint they were rather 
rough on you, is that when this was all over you still wanted to get 
Shell products again. 

Mr. Srusss. Well I might not have made myself clear. In the 5 
years that I operated their station I, of course, leased the building and 
property from them; this particular location that I was trying to buy, 
the property and improvements, it so happened that the Shell Co. 
had a products agreement with the owner and he would be forced to 
handle their products, as I understood it, for another 5 years. I would 
have been willing to bury the hatchet and handle their line of products, 
because I felt that seemingly in our area the fellows that are what. we 
call independent operators, who own their own property, don’t have 
the problems that the lessee dealers have. And in that respect there 
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would be no problem with them since I would be the property owner. 

Mr. SuHeenan. Were you not still taking the same chance if Shell, 
Standard, or somebody wanted you to cut the price ¢ 

Mr. Srusss. No. They could quit selling me gasoline, but they 
wouldn’t because if they didn’t somebody else would. 

Mr. SHeenan. That is the only observation I make, because it seems 
to me if someone gets burned once he is careful he won’t get burned 
again. 

Mr. Rooseveit. Why could they not have done the same thing to you 
the second time as the first time ? 

Mr. Srusss. They could have actually cut off the supply of gaso- 
line, but if I were the property owner i could certainly have signed 
some sort of agreement. They have what they call a products agree- 
ment with another major oil company. I talked to several of the other 
oil companies who apparently thought they would be happy to do busi- 
ness with me if I could get an independent station. None of them ap- 
parently wanted to lease me a station, but they felt that if I were suc- 
cessful in obtaining a ground contract or buying it they would like to 
sign me up as a contract dealer in that location. 

Mr. Sureenan. However, to all intents and purposes you could not 
buy the so-called ground contract because the owner of the contract 
already had a lease with Shell over a period of years? So you were 
really thinking of buying ground subject to existing leases ? 

Mr. Arnouip. Mr, Stubbs, you mentioned in your testimony 1 or 
2 occasions when you did receive supplies of gasoline from what you 
call a bootlegger. Now what type of gas did he actually sell you ? 

Mr. Sruses. Well, as I found out later it was Standard Oil gasoline, 
and it was first-run gasoline. I wasn’t too particular at the time and 
I explained to my customers that inasmuch as we took it it was a first- 
eae gasoline, but I didn’t divulge at the time the brand of gasoline, 

ecause I knew that if I did and it got back of course our supply would 
be cut off because they apparently didn’t know where it was coming 
from at that time. The first load of gas was delivered by a common car- 
rier that hauls gasoline for the major oil companies, and the Shell Oil 
representatives come out and took snapshots of the truck unloading 
the gasoline and the following Monday morning we were advised that 
the Fleetway Transport would not deliver us any more gasoline since 
the Shell Oil Co. had advised them if they did they would be cut 
off as acommon carrier for the Shell Oil Co. 

Mr. Arnovp. Did you pay a premium or a lower price or an equal 
price for this bootleg gasoline ? 

Mr. Srusss. Well, at the time I was looking for the gasoline I was 
anxious to get it at any price. I paid the regular tank-wagon price, 
but at the time the Shell Oil Co. agreed to come back and mide me 
approximately 30 days later, this man that took care of me during that 
time told me that if I would just keep on buying from him, since he 
felt that I wouldn’t be able to stay there anyway, he would lower the 
price to me as much as 31% cents off the existing tank-wagon price. 

Mr. Arnoxp. You testified that you felt if you had to reduce your 
retail price by one-half cent the Shell Oil Co. should also reduce their 
price, wholesale price, one-half cent. I think that is interesting when 
you state that you could get a comparable brand from Standard actu- 
ally at a bootlegger’s source for 314 cents less. Do you have any 
explanation for that ? 
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Mr. Srusss. Why I should be able to buy at less? 

Mr. Arnon. A bootlegger could sell to you at 314 cents less, why 
couldn’t the Shell Oil Co. sell it for one-half cent less? 

Mr. Srvusrs. Well, the only thing—we had to buy gas from Shell 
Oil Co. I mean, you just wouldn’t buy it from anybody else. As a 
matter of fact I was a little surprised myself to have to go to somebody 
else to buy. I didn’t feel that they would go that far to actually cut 
off the supply of gas. But this so-called preferential that the major 
oil companies do give they give to independent dealers and, as I under- 
stand it, that is one of the things that causes price wars because this 
preferential is handed out to some of these independents or cut rates or 
what we call self-serves out there and they are receiving this at any- 
where from 11% to 314 cents cheaper than our tank-wagon price. 

Mr. Arnoxp. You mean, one of the major oil companies actually will 
sell their product to an off-brand station, and then to meet the compe- 
tition will go to their own retail stations and say you have to reduce 
your price to meet this competition ? 

Mr. Srvuses. That is right. 

Mr. Roosrverr. Do you gentlemen have any questions or statements 
that you want to submit? 

Mr. Hue. Do we have the right later on to appear and to testify 
in this matter? 

Mr. Roosrvert. Yes, certainly. 

Mr. Huettxt. We would prefer to wait then, since we had no notice, 
of course, that Mr. Stubbs was going to be here. So, if we may, we 
would prefer to wait. 

Mr. Rooseveur. The committee is in recess until 7:30 p. m. 

(Whereupon, at 6 p. m., the subcommittee recessed, to reconvene at 
7:30 p. m., Monday, March 28, 1955.) 


EVENING SESSION 


The subcommittee reconvened at 7:30 p. m. at the expiration of the 
recess. 

Mr. Roosevett. The committee will be in order. 

The first witness this evening is Mr. Clarence Robbins, Jr. Is Mr. 
Robbins present ? 

Mr. Rossrns. Yes, sir. 

Mr. Millard, as Mr. Robbins’ attorney, you are very welcome to come 
and sit up here [indicating], if you will. 

Mr. Robbins, will you rise, please, sir, and be sworn? 

Do you swear the testimony you are about to give before this com- 
mittee is the truth, the whole truth, and nothing but the truth, so help 
you God? 


Mr. Rosgsrys. I do. 


STATEMENT OF CLARENCE ROBBINS, JR., ROCKVILLE, MD., ACCOM- 
PANIED BY HARRY H. MILLARD, HIS ATTORNEY, WASHINGTON, 
D. C. 


Mr. Roosrevetr. Mr. Robbins, have you got copies of your statement? 

Mr. Rogers. Yes. 

Mr. Roosreverr. I wonder if we could have them available for the 
members of the committee ? 

Mr. Rossrns. Yes, sir. 
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Mr. Roosevett. Mr. Robbins, will you proceed ? 

Mr. Rogsins. All right, sir. Mr. Chairman and members of the 
committee, my name is Clarence A. Robbins, Jr. Together with my 
partner, George A. Clarke, we are the operators of the Clarke & Rob- 
bins Shell Service Station, located at 11024 Viers Mill Road in Rock- 
ville, Md. 

My partner and I entered into a lease contract with the Shell Oil 
Co. for this station—incidentally, a new station—in 1952. Our rental 
agreement called for a minimum of $300 per month, and a 114 percent 
on total gallonage. In 1953 this ae was increased to 114 cents 
per gallon, with a minimum of $300. 

In the 3 years of operation we have shown what we believe to be a 
healthy increase in the total yolume of gasoline at our station, being 
18,000 to 20,000 in 1952, and from 20,000 to 25,000 in 1953, and 26,000 
to 28,000 in 1954. We are presently pumping an average of between 
30,000 and 82,000 gallons per month. Our total investment in the 
station, exclusive of good will, currently represents about $9,000. 

In mid-February of 1954 our company salesman, Mr. McGhee, 
started to discuss our then retail gasoline prices. He stated that the 
company had adopted a policy of insisting that all of their outlets 
get competitive pricewise, with the lowest competitive price in the 
area. 

After several conversations regarding this subject, our salesman 
approached us with an especially painted price sign and stated that 
his instructions were to insist that all Shell operators in his territory 
post the sign, and reduce our prices accordingly. 

To do so would have reduced our retail price at that time 1 cent 
per gallon. He further stated that it would be necessary for either 
my partner or myself to sign an application to the company for the 
sign. My partner signed such an application. 

here was considerable discussion about this development at the 
time, and Mr. McGhee did not hesitate to inform us that unless we 
cooperated with the company there might very well be some difficulty 
in securing the renewal of our lease. Much against our better judg- 
ment we did reduce our price and displayed the sign for about 30 days. 

The actual results of the price sign and price reduction did not 
increase our gallonage to any appreciable degree, despite Mr. McGhee’s 
assurance that this would happen. After we had taken down our 
price sign and adjusted our prices upward, Mr. McGhee again seri- 
ously objected to our noncooperation with the company. 

e further advised or voiced the company’s objection to the sale of 
other than Shell products, and particularly referred to an inventory 
of Lee tires which we had on hand. 

Mr. McGhee insisted that we discontinue handling this brand of 
tires and that in the future we should confine our sales to Shell prod- 
ucts only. Again, and much against our better judgment, we took the 
Lee tires out of the seryice station and stored them in a neighboring 
location where they would be readily available in case of any calls. 

The same general objection was voiced by Mr. McGhee to our hav- 
ag = hand several nationally known brands of antifreeze other than 

ell. 

In order to cooperate with our supplying company we were carry- 
ing a complete line of Shell products, but also had on hand a number 
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of nationally advertised products in order to meet the customer 
demand. This is just sound business practice. 

In mid-February of this year our salesman again called upon us 
and noted the price on our premium gasoline, which was 32.9 cents 
per gallon. 

Mr. McGhee insisted that we reduce this price on our premium gaso- 
line to 31.9 cents per gallon. On this occasion Mr. McGhee first men- 
tioned the possibility of a commission station for our location. He 
insisted that our cooperation with company policies had not been too 
good, whereupon Mr. Clarke, my partner, called Mr. Russell Chase, 
the Shell Co. district manager, and requested an appointment. 

The following day my partner and I had an appointment in Mr. 
Chase’s office. Mr. Chase explained that they already had several 
commission stations in operation and that these operators appeared 
to be most happy with their respective arrangements. Both my part- 
ner and myself had made it emphatically known to Mr. McGhee, and 
again at the conference with Mr. Chase, that we were not interested in 
a commission station. 

We stated that we had built up our business in that community on 
excellent service and participation in community activities as inde- 
pendent businessmen. We also stated that we did not feel that as 
company employees, which we would be if we accepted a commission 
station arrangement, we would be as acceptable to the community. 

Mr. Chase informed us that the future policy of the Shell Oil Co. 
would be to convert better than 50 percent of current independent 
lessee stations to a commission basis as leases expired. We have knowl- 
edge, as a matter of fact, that a number of Shell stations have had their 
regular leases renewed in the past several months. 

Mr. Chase further stated that the Shell Co. was vitally interested in 
establishing prices at the respective outlets, and that they could not 
lawfully fix prices under present independent operating lease arrange- 
ments. This is a direct contradiction of Shell’s many attempts to fix 
prices on previous occasions of which I have already testified. How- 
ever, he said that they could legally establish prices under commission 
basis operations. 

The Twin Brooks Citizens Association, a community organization, 
has filed a petition with Mr. H. M. 8. Burns, president, Shell Oil Co., 
objecting to our proposed ouster from the community as independent 
service-station operators. This action was entirely voluntary on the 
part of the association when they learned of our threatened extinc- 
tion. 

I should like to read this letter into the record. It is addressed to 
H. M. S. Burns, President, Shell Oil Co., 50 West 50th Street, New 
York, N. Y. 

Mr. Roosevett. Does it have a date, sir? 

Mr. Roserns. Yes. Excuse me. March 26, 1955. 

Deak Mr. Burns: The executive committee of the Twinbrooks Citizens Associa- 


tion, Rockville, Md., is writing to you on behalf of its more than 1,500 dues-paying 
members. 


It has just come to our attention that the only commercial establishment in 
Twinbrook, Robbins & Clarke Shell Service Station, is on May 1 to lose its iden- 
aat an independent enterprise and become a commission station of the Shell 

il Co. 

This is of serious concern to us. We are an unusually well-knit community 
of young business, professional, and working people. We strongly believe in 
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citizen participation for a better community. (See enclosure No. 1, January 
issue of Twinbrook Life.) We do not deal with Robbins & Clarke Shell station 
because we think Shell products are necessarily the best. We deal there because 
we like George Clarke and Robby Robbins; and we admire the 3 years of hard 
work that these 2 have put into building their own business—starting in the 
American tradition on a shoestring. We deal with them because they have grown 
with and become a part of our community, always ready to lend a helping hand 
with our problems. These men left good jobs, not to make a fortune, but for 
the pride and satisfaction that comes from making your living from your own 
business. America was built on this tradition, and still thrives on it today. 

We cannot believe that the Shell Oil Co., which has contributed so much to 
our economy through world development of oil resources and distribution of oil 
products, would intentionally snuff out and take over a thriving independent 
enterprise. These men are pumping more gas than any Shell station in Mont- 
gomery County. This gas is going into the tanks of more than 1,100 homeowners 
in Twinbrook. This is neighborhood business, not transient business. In addi- 
tion to gas, we like the way they personally stand behind the various other 
products we buy from them. 

If Robbins & Clarke leave this station (and we are sure they will at the first 
opportunity), many of our people will immediately deal with the Co-op in 
Wheaton, with Ray Kline (a Twinbrook neighbor) at his Esso station in town, 
or with Reed Bros. Gulf station nearby, and others. 

We obviously like these men and their business, and above all want to keep 
them as part of our thriving community. We would appreciate your help in 
allowing our only business enterprise to remain a thriving independent dealer- 


ship. 

The owner of the property, Mr. W. T. Hannon, of Washington, has 
asserted that he was more than satisfied with the conduct of our busi- 
ness, and would do everything within his power to maintain the 
present status. 

Our position at the moment is that unless we agree to accept this 
station on a commission basis, on or before the 20th of April, the Shell 
Oil Co. will notify us, in writing, that our lease has been terminated. 

We feel, gentlemen, that this is a glaring example of major oil com- 
panies: discrimination. Both my partner and myself are ex-GI’s, who 

rrowed $6,000 in order to enter the service-station business. We 
have diligently applied our every resource to a successful operation 
of our business, hoping that in so doing we were building some degree 
of stability and security for ourselves and our families. 

We do not wish to create any untenable relationship with our sup- 
plier. However, unless the Shell Oil Co. agrees to permit us to con- 
tinue onr current lease, we will lose not only a large portion of our 
investment, but our entire goodwill and 3 years of hard work. 

Our only purpose in presenting these facts to this committee is to 
obtain an equitable and just appreciation of our position; as individ- 
uals we have not been able to convince the Shell Oil Co. that we feel 
this should be done. 

Mr. Roosrvett. Thank you, Mr. Robbins. Have you got a copy of 
the lease under which you have been operating ? 

. oat Roserns. No, sir. I should have brought it, sir, and neglected 
0 do so. 

Mr. Miixarp. I will have a photostat before the evening is over 
for you, sir. . 

Mr. Roosevetr. I would appreciate it if you would. 

Mr. Mrtxarp. I will make it available to the committee. 

Mr. Roosrverr. Mr. Robbins, of course the main theme of this in- 
vestigation is to try to find out where injustices are being done, and 
what, if any, are the remedies at hand to do something about it. Now 
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obviously you signed this lease. Did you and your partner sign it 
without reading it ? 

Mr. Roggins. No, sir. 

Mr. Roosevetr. As a result of your APES and the amount of 
money that you had invested, do you feel that a lease of this type 1s 
an unfair lease considering the circumstances under which it was 
created ? ta 

Mr. Rogetns. Are you speaking, sir, of a commission operated sta- 
tion, or the present lease ? 

Mr. Rooseve.r. Your present lease. 

Mr. Rossrns. The present lease is fair. 

Mr. Roosevetr. It is fair both as to time and the length of time that 
it allows you to establish your business ? 

Mr. Rogsrns. On that score I would like to add this, sir, or elaborate, 
that having been in the business now 3 years I can see quite a number 
of things that are so that should be corrected and one of them would 
be the lengtli of the lease in this respect: If a man put, say, roughly, 
6, 7, 8 thousand dollars into a business, whether it be a serv- 
ice station or another type, he is on a year-to-year deal or lease, I should 
say, and it does not give him a fair shake in planning on the future. 
If he does step out of line, whether it be with a private lessee or an oil 
company, he can be out of business in 1 year. It is weak in that point 
and should be extended, I should say, a minimum of 5 years, so that 
they can plan and buy equipment that costs thousands of dollars, and 
obtain some results from such equipment. 

Mr. Roosrvetr. The reason that I asked you this question is that 
your complaint specifically is that they are forcing you to go into a 
commission deal where you prefer to remain under the present lease. 

Mr. Rossrns. To remain as I am, sir; yes. 

Mr. Roosrveir. And your complaint is not directed toward any of 
the other practices of the company with relation to the manner in 
wane they have asked you to function under your lease, is that cor- 
rect ¢ 

Mr. Rossrns. Largely, sir, only with this one exception: It has 
to do with, we will say, the stock you have to carry in the service 
station. We have always carried a full line of Shell Oil products, 
but through widely advertised national brand products you get quite 
a few calls for them, for other than Shell products, and it is good, 
sound business and intelligent business to have the equipment on hand 
and the stock which will take care of your customers. 

Mr. Roosreverr. Was there anything in your lease, your present 
lease, which prevents you from having other nationally known mer- 
chandise on your premises ? 

Mr. Rosstns. I don’t believe there is, sir, frankly. 

Mr. Roosrvetr. They object to it? 

Mr. Rossrns. Verbally and physically when they come out to the 
place of business. 

Mr. Roosevetr. And it is intimated if you continue to maintain it 
that that is uncooperative—— 

Mr. Rogsrys. Yes, sir. 

Mr. Roosrvetr. And that is part of your general complaint ? 

Mr. Rossrns. Yes, sir. 

Mr. Roosryetr. Have you been able to make money on the basis of 
your present operations ? 
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Mr. Rossrns. Well, sir, we have been in now 3 full years. The 
first year it was tough; the second year got a little better and this 
past year that has just gone by we have done reasonably well. We 
have been able to make more or less a good return on our investment 
and a nice living for ourselves, which is the third year. 

Mr. Roosrtvetr. One last question: When the prices are set they come 
around to you and they ask you to decrease your price by 1 cent, from 
your observation I gather there must be other competitive stations in 
the vicinity ? 

Mr. Rossrns. Yes, sir. 

Mr. Roosrvett. Is that in order that all the prices may reflect the 
exact amount in the area ? 

Mr. Rossrns. No, sir; because insofar as our prices out at our place 
of business are concerned, all along we have more or less been average 
with, say, 10 stations located in and around us. We didn’t want to 
compete with other oil companies that might be a cent or so lower 
than us, and we didn’t want to be top man. We were more or less 
just the average, and we set our prices there after checking the various 
stations near us. 

Mr. Roosrvetr. Have you set your own prices at all times until 
this request to lower your price by 1 cent ? 

Mr. Ropgrns. Yes, sir. 

Mr. Roosrvett. The company has not suggested to you the price? 
You have merely set it after observing the competitive prices in the 
area ? 

Mr. Rossrns. Originally, but then, as I stated in my testimony 
here, that after they keep coming out and telling you to cut your 
prices, constantly harping on it, and then later inferring that this or 
that would happen if you didn’t cooperate, naturally you shouldn’t 
get yourself in a corner, but you wind up in a corner where you go 
along with them for fear that at the end of the year you will lose your 
lease if you don’t, even though you know or feel, 1 should say, that 
it is not necessary, that it is going to cost you money, that is, myself. 

Mr. Roosevetr. In other words, the tendency is to try to put you in 
line with the other more or iess big-company gas stations in the area? 

Mr. Rossins. Yes. They invariably refer to the lowest price in the 
area. 

Mr. Roosrvett. Thank you very much. 

Mr. Steed ? 

Mr. Sreep. Mr. Robbins, I don’t think I am just clear on the owner- 
ship of this property. As I understood it you referred to the man who 
owns the land as being someone other than Shell Oil Co. Is that true ? 

Mr. Rogprns. Well, on that, Mr. Steed, I don’t know the particulars. 
I do know that the ground itself is commercial and that a Mr. W. T. 
Hannon owns the whole commercial strip there, and exactly how 
Shell and him got together I don’t really know. 

Mr. Sreep. What is the extent of the Shell investment in the 
property ¢ 

_Mr. Rossrys. That I couldn’t honestly answer, either, sir. I could 
give you an estimate. 

Mr. Steep. Do you know whether they built the station ? 

Mr. Rosprys. I believe they built the station. 

Mr. Sreep. And then because of that they leased it to you? 

Mr. Rossrns. Yes, sir. 


65262—55—pt. 1——-4 
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Mr. Roosevett. Mr. Sheehan? itt 

Mr. Surenan. Mr. Robbins, you mentioned that in your opinion a 
5-year lease would be more equitable as far as you were concerned. 
Obviously then you would probably want to give some safeguard in 
return to the company, in the way that you could get a 5-year lease and 
run it down and do a lot of things objectionable to the company ? 

Mr. Rogsrns. I certainly would, sir. 

Mr. SureHan. You would want to give them a safeguard ? 

Mr. Roserns. It should be fair both ways. 

Mr. SueeHan. You mention on page 3 that you have already testi- 
tied on Shell’s attempt to fix prices. Where did you testify before? 

Mr. Roggrns. That shouldn’t have been worded exactly like that, 
sir. I should have said “stated.” 

Mr. Roosrvetr. Referring to page 2? 

Mr. Surenan. At the bottom of page 3, the last sentence: 


This is a direct contradiction— 
these are your words, I assume— 


Shell’s many attempts to fix prices on previous occasions of which I have already 
testified. 

Mr. Rogers. I should have said “stated.” 

Mr. Sreep. I think he refers to the second paragraph on page 2. 

Mr. Roosrvettr. Were you referring to the previous testimony on 

age 2 ! 
7 Mr. Rossrns. Yes, sir; that is right. The word shouldn’t have been 
“testified.” I should have said “stated.” 

Mr. SueeHan. I just misinterpreted the remark, and thought that 
you were testifying before some other committee. 

Mr. Miuiarp. No, Mr. Sheehan, this is the first time he has ever 
testified concerning this. 

Mr. Sueenan. Isee. Thatis all, Mr. Chairman. 

Mr. Roosrvett. Do you have any questions, Mr. Arnold ? 

Mr. Arnotp. When Shell Co, asked to reduce the retail price did 
they offer to reduce by any amount or a corresponding amount the 
wholesale tank prices? 

Mr. Rogsrins. No; that remained the same. 

Mr. Arnotp. Did they ask you to reduce the price to meet competi- 
tion of another station in the vicinity ? 

Mr. Rossrns. No, they actually wanted us to cut our price to meet 
the lowest price in the area, which at that time was approximately 
2 cents a gallon less than mine. 

Mr. Arnovp. Were there any stations in the immediate vicinity 
which were selling gas at this lower price ? . 
ing Rosstns. Within a radius, I would say, of approximately a 
mile. 

Mr. Arnotp. What was the name of the station ? 

Mr. Rogers. The brand of gasoline? 

Mr. Arnoxp. Yes. 

Mr. Rosstns. Sunoco. 

Mr. Arnotp. Sunoco. You said you handled Lee tires. What is 
the retail price of Lee tires as compared with either Goodyear or 
Firestone? Are they similar 4 


Mr. Rossrys. No; the retail price is approximately $1.50 to $2 less ° 


per tire, and other than that, we put that tire in not so much for the 
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price, but for the guaranty. Goodyear and Firestone guarantee their 
tires only against the materials used and the workmanship, whereas 
your Lee tire has what they call a 15-month unconditional guaranty, 
which is in writing, which means that if the customer runs into a 
brick wall with that tire and tears it all to pieces they still make it 
good, which of course Firestone and Goodyear would not do. They 
ae only the workmanship and the materials used in the product. 
ze, as I stated, has a written guaranty for 15 months, and the public 
goes for that. It is good in many ways, so we carry that Lee brand 
of tires to handle for people who would come in and request such a 
tire. 

Mr. Arnoxp. If the Shell Co. did not convey to you at all any pref- 
erence as to miscellaneous items that they would wish you to use, and 
you felt absolutely free to use any TBA items you desired, do you 
think you could give better service to the community in the sense of 
better products? Do you think you could sell a greater volume of 
TBA products, or do you think you yourself could make a greater 
profit ¢ 

Mr. Rossins. Well, there is honestly no doubt in my mind that I 
could sell a large volume, because I would be able to take care of any 
requests and then on some of these items you get a better price from 
one particular jobber than you could from another, if you could choose 
your jobber or choose your product, I should say; if you could promi- 
nently display all these items without any hesitation neatly and at- 
tractively you could probably do a much better business, whereas 
in my case I had to hide several of them just to keep peace in the 
family. 

Mr. Arnoxp. I take it that makes it a little more difficult to sell 
them. 

Mr. Chairman, I think Mr. Maness wanted to ask a question. 

Mr. Maness. Just one question, if I may. 

Mr. Roosevett. Mr. Maness. 

Mr. Maness. Mr. Robbins, I think you testified to the fact you and 
your partner were veterans ? 

Mr. Rogstrns. Yes, sir. 

Mr. Mansss. Did you borrow $6,000 to purchase this gas station ? 

Mr. Rosptns. Yes. 

Mr. Maness. Was that ona GI loan ? 

Mr. Rossrns. No, sir; personally. 

Mr. Roosrverr. Mr. Robbins, may I ask you one more question? 
Have you ever been under any pressure to buy or place orders for 
any particular volume of TBA products? In other words, do you 
have a quota? 

Mr. Rosetns. No, sir, we don’t honestly have a quota, but there is 
ever present the feeling that the larger order you give the salesman 
that comes around when he calls on you, the Shell salesman, that he 
is going to like you a whole lot better and cooperate a lot more, and 
we always bought more or less according to our needs, which some- 
times weren’t as great as some other operators, and you could just 
get the feeling from him that you weren’t quite as much on the ball 
as the other man, even though it was an entirely different problem. 

Mr. Roosevetr. Let me have a last question: 
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I am sure you realize the franchise which you get is an exclusive 
franchise, I presume, for a given area. Let me put my question in two 
parts. No. 1, are you guaranteed against any competitive Shell sta- 
tion within any given limit in your area? 

Mr. Rossrns. No, sir, not to my knowledge. In other words, to my 
knowledge, sir, they could build one right across the street. 

Mr. Roosevett. They could build one right across the street ? 

Mr. Rossrns. Yes, sir, if they cared to. 

Mr. Roosrvertr. No. 2, in your opinion, from your experience, if 
such a system was possible, which obviously it is not today, do you 
think there would be any advantage to you to be able to have an inde- 
pendent station that sold more than one brand of gasoline? 

Mr. Rossrns. If the same was across the street you mean, sir, now? 
I don’t quite follow you there. 

Mr. Roosevett. Suppose you had a Shell pump and a Gulf pump in 
the same station. Suppose that is allowable or possible in the economic 
system, do you think that would be of value to you? In other words, 
you are asking for permission to sell two or three different brands of 
tires, let’s say. 

Mr. Rogsrns. Yes, sir, that’s true. 

Mr. Roosrvetr. In your opinion, would it be a feasible thing for 
you to sell more than one brand of gasoline on the same location? 

Mr. Rossins. Well, truthfully I have neyer given any thought to 
that, sir. My answer would be I doubt it. I would prefer the one 
kind of gas, frankly, myself. I could be all wet on that, sir. 

Mr. Roosevett. I just wanted your answer. Thank you. Mr. Rob- 
bins, I think that is all. The gentlemen over here do not want to put. 
any questions at this time, but they are going to present to the com- 
mittee some statements that they want to make at a latertime. Thank 
you very much. 

Mr. Rogsrns. Thank you, sir. 

Mr. Mitzarp. Thank you,sir. I have the lease and other doeuments 
which you requested copies of now. 

Mr. Roosrvett. Very well. They may be made a part of the record. 

(The documents referred to are as follows :) 


Gal. Col. Letter For D-282—D Lease 


SHELL O11 CoMPANY 


909 EAST 22ND STREET, BALTIMORE 18, MARYLAND 


Date: April 20, 1953 
Location: S/S #22283, 11024 Viers Mill Road, Rockville, Maryland 
Mr. Grorce A. CLARK & Mr. CLARENCE A. Ropsins, Jr., 

11024 Viers Mill Road, Rockville, Maryland. 

Dear Sirs: This refers to the lease dated the 20th day of 1953, by and between 
Shell Oil Company, as Lessor, and George A. Clark & Clarence A. Robbins, Jr.,. 
as Lessee, upon and covering the above-mentioned location. 

To facilitate the payment of the rent due under this lease, you haye asked us: 
to make collection at the time, and on the basis, of deliveries of gasoline to the 
leased premises. Accordingly, it is agreed that until further notice from us you 
shall pay, at the time of delivery, One & One Half cent(s) (14%4¢) for each gallon 
of gasoline deliver by us to you, as shown by our records, in addition to the price 
therefor. The amount of money-thus collected during any month shall be applied 
to your account as partial payment of rent accruing for such month under the 
aforementioned lease. If the amount thus collected during any month is less than 
the rent due for such month, as specified in Article “3” of said lease, then you will, 
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‘within five days after notice thereof, pay to us the balance due, and failure to do 
so within that time shall constitute a default in the payment of rent under the 
lease. Any such notice shall be deemed sufficient if mailed to you at your address 
hereinabove set forth, or such other address aS may be substituted therefor by 
written notice to us. 

The terms of this letter are intended merely to provide a mode for the payment 
and collection of rent, until further notice from us, and neither this letter, nor 
any action taken pursuant hereto, shall be deemed a waiver of any of the terms 
of said lease. 

Yours very truly, 
SHett Om. CoMPANY, 
By R. C. CHASE, 
District Manager. 

Agreed to and Accepted this 21st day of April, 1953. 

GEORGE A. CLARK, 
CLARENCE A. ROBBINS, 
Lessee. 


DEALER SALES AGREEMENT 


This Contract, dated January 15, 1953, between Shell Oil Company, with offices 
at 909 HB. 22nd Street in Baltimore 18, Maryland (herein called “Shell’’), and 
George A. Clark & Clarence A. Robbins, Jr., of 1204 Chillum Manor Road, 1123 
Burketon Road, in Hyattsville, Maryland (herein called “Dealer’’), 

Witnesseth : 

1. Products—Quantities. Shell shall sell and deliver to Dealer, and Dealer 
Shall purchase and receive from Shell; such quantities of “Shell” gasolines and 
“Shell” automotive lubricants as Dealer shall order from time to time during the 
continuance of this Contract for resale at Dealer’s service station or garage locat- 
ed at 11024 Viers Mill Road in Rockville, Maryland. Said products shall be of the 
kinds, grades, brands and quality being sold generally by Shell, at the time of 
delivery, from Shell’s distributing plant from which deliveries are ordinarily 
made to Dealer hereunder, for resale at service stations. 

2. Prices—Terms. The prices shall be: (1) for gasolines, Shell’s posted dealer 
prices for the respective grades and brands delivered, in effect on date and for 
place of delivery, as posted at Shell’s distributing plant from which deliveries 
are made to Dealer hereunder; and (b) for automotive lubricants, Shell’s dealer 
list prices for the respective grades, brands, packages and quantities delivered, 
in effect on date and for place of delivery, less any applicable listed discounts. 
Terms of payment shall be cash on delivery or such credit terms as may be 
extended by Shell, which may be altered or revoked by Shell at any time. 

3. Deliveries—Containers. Deliveries shall be made.at Dealer’s said station or 
garage by any means of transportation and in any containers that Shell may 
select. Shell shall not be obligated to make any delivery outside of its usual 
business hours, or, as in gasoline, in any quantity, less than 1,800 gallons. All 
containers shall be nonreturnable, unless specified by Shell from time to time as 
returnable, in which case the terms on which the containers are returnable and 
the charges payable by Dealer upon failure to return the same shall be those 
established by Shell from time to time. 

4. Period. This contract shall be in effect for a primary period beginning May 
1, 1952, and ending April 30, 1953, and from year to year thereafter; but either 
Dealer or Shell may terminate this Contract at any time by giving the other 
at least ten (10) days’ notice. 

5. Use of Trade-Marks, etc. Dealer may use Shell’s trade-marks, trade names 
and color scheme to identify and advertise, at said station or garage, any products 
purchased hereunder. Dealer shall not sell, under Shell’s trade-marks, trade 
names or color scheme, any products other than those purchased hereunder, or 
any mixture or adulteration of any product purchased hereunder with any other 
product or material. If Dealer ceases to purchase products hereunder or if this 
Contract terminates for any reason, Dealer shall immediately and completely 
discontinue the use of Shell’s trade-marks, trades names and color scheme. All 
signs and other advertising devices, heretofore or hereafter furnished by Shell 
to Dealer, shall remain the property of Shell, shall be used solely in connection 
with Dealer’s sale of products purchased hereunder, and shall be returned to Shell 
immediately upon demand. 

6. Claims. Shell shall have no liability to Dealer for any defect in quality or 
shortage in quantity of products delivered hereunder, unless Dealer gives Shell 
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notice of Dealer’s claim within five (5) days after delivery of the products in 
question, and Shell is given reasonable opportunity to inspect such products. 
Shell shall have no liability to Dealer for any other claim, and Dealer shall have 
no liability to Shell for any claim (except for indebtedness or relating to equip- 
ment), arising directly or indirectly out of or in connection with this Contract 
or any sales or deliveries of petroleum products by Shell to Dealer hereunder or 
otherwise, unless the claimant gives the other party notice of the claim within 
ninety (90) days after the date of the sale, delivery or other transaction or occur- 
rence giving rise to the claim. Every notice of claim shall set forth fully the facts 
on which the claim is based. 

7. Taxes. Any tax, duty, charge or fee, now or hereafter levied on the prod- 
ucts sold hereunder, or on Shell, or required to be paid or collected by Shell, by 
reason of the delivery, sale or use of said products, shall be paid by Dealer in 
addition to the prices specified herein, insofar as the same is not expressly in- 
cluded in such prices. 

8. Excuses for Nonperformance. Shell shall be excused from performance of 
its obligations under this Contract when and to the extent that such perform- 
ance is delayed or prevented by any cause reasonably beyond Shell’s control. If 
Shell’s supply of any product covered hereby at the place from which deliv- 
eries thereof are usually made hereunder is or will be insufficient at any time 
for Shell to fill all orders which normally are or would be filled from such place, 
then Shell, irrespective of the cause of such insufficiency, may discontinue deliv- 
eries of such product hereunder or apportion delivers thereof among orders 
received from Dealer and from other purchases, in such manner as Shell, in its 
sole discretion may determine. 

9. Assignability. Neither this Contract nor any claim against Shell arising di- 
rectly or indirectly out of or in connection with this Contract shall be assign- 
able by Dealer or by operation of law, without the prior written consent of Shell. 

10. Remedies—Waiver. If Dealer breaches any of the provisions of this Con- 
tract or if Dealer defaults in payment of any indebtedness to Shell, whether 
under this Contract or otherwise, or in event of Dealer’s death: Shell shall 
have the right to to suspend deliveries hereunder or to terminate this Con- 
tract by notice to Dealer, without prejudice to any other rights or remedies 
Shell may have hereunder or by law. Shell’s right to require strict perform- 
ance of Dealer’s obligations hereunder shall not be affected in any way by any 
previous waiver, forbearance or course of dealing. 

11. Notices. All notices hereunder shall be in writing, may be given to Dealer 
by personal service or to either Dealer or Shell by registered letter or tele- 
gram, and, in the latter instances, shall be deemed given when the letter is de- 
posited in the mail or the telegram filed with the telegraph company, postage 
or charges prepaid, and addressed to the party for whom intended at sueh 
party’s address first herein specified, or to such other address as may be sub- 
stituted therefor by proper notice hereunder. 

12. Entirety—Release—Execution. This Contract comprises the entire agree- 
ment between Shell and Dealer, and there are no agreements, understandings, 
conditions, warranties or representatives, oral or written, express or implied, con- 
cerning the subject matter or in consideration hereof, that are not merged here- 
in or sunerseded hereby. All prior contracts between Shell and Dealer con- 
cerning the subject matter hereof are hereby terminated as of the beginning 
date of the period hereof; and Shell and Dealer hereby release each other 
from all claims which each now has against the other, whether or not now 
known to either, arising directly indirectly out of or in connection with any such 
prior contract between Shell and Dealer or any sales or deliveries of petroleum 
products by Shell to Dealer thereunder or otherwise, prior to said beginning 
date, excepting, however, claims of Shell against Dealer for indebtedness or 
relating to equipment. Neither this Contract nor any subsequent amendment 
or supplement thereto shall be binding on Shell unless and until it is signed in 
Shell’s behalf by a representative duly authorized by its Board of Directors, 
and a copy thereof so signed is delivered to Dealer. 

In Witness Whereof, this Contract is executed as of the date first herein 
written. 

Sueur Orn Company, 
By R. C. CHase, District Manager. 
CLARENCE A. ROBBINS, 
Grorce A. CLARK, 
Dea 
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S/S/ #22283 
. Renewal 
. Serial #2022 


che 


LEASE 


This lease, dated April 20, 1953, between Shell Oil Company, a Delaware cor- 
portation with office at 909 East 22d Street in Baltimore 18, Maryland (herein 
called “Shell”), and George A. Clark & Clarence A. Robbins, Jr., of 1204 Chillum 
Manor Road & 1123 Burketon Road in Hyattsville, Maryland (herein called 
“Lessee”’), 


WITNESSETH: 

1. DEMISE. Shell hereby leases to Lessee, and Lessee hereby leases from 
Shell, the following described land, situated at 11024 Viers Mill Road in Rock- 
ville, County of Montgomery, State of Maryland: BEGINNING at a point on 
the south side of Viers Mill Road, said point being South 71°46’44’’ East, 89.30 
feet from the easterly line of Lot 1 (at the Southeast corner of Viers Mill Road 
and Midway Avenue) of Twin-Brook Subdivision; thence along the south side 
of Viers Mill Road South 71°46’44’’ East 143.0 feet to a point; thence continuing 
along the south side of Viers Mill Road along a curve to the right, having a radius 
of 5890.72 feet and a chord which runs South 69°42’08’’ East, 7 feet to a point; 
thence South 18°13'16’’ West 154 feet, more or less, to a point; thence North 
49°20'10’’ West 162 feet, more or less, to a point; thence North 18°13’16’’ East 
96.30 feet to the point or place of beginning; being a portion of the property 
shown as “Commercial Area” on a plan entitled “Proposed Commercial Area and 
Adjoining Tract—Twin-Brook Subdivision” dated April 11, 1950, prepared by 
Thomas MeNeill, Surveyor, together with the buildings, improvements and equip- 
ment located thereon, described in Exhibit A hereof (which, together with said 
land, are herein collectively called “the premises”). Lessee hereby acknowledges 
receipt of the premises in good and safe condition and repair. 

2. TERM. The term of this lease,shall be a primary period beginning on the 
1st day of May 1953, and ending on the 30th day of April 1954, and shall continue 
from year to year thereafter; but either Shell or Lessee may terminate this 
lease at the end of the primary period or any subsequent lease-year by giving the 
other at least ten (10) days’ notice. 

8. RENT. Lessee shall pay Shell, as rent for each calendar month, a sum 
equal to One & One Half cent(s) (114¢) for each gallon of gasoline delivered to 
the premises during such month, but not less than Three Hundred & No/100 
Dollars ($300.00) for any calendar month, payable on the fifteenth day of the 
following calendar month. Lessee shall keep, and permit Shell to inspect on 
demand, an accurate record of all gasoline delivered to the premises. 

4. USE. Lessee shall observe and comply with all Federal, State, and munic- 
ipal laws, ordinances, regulations, orders, licenses, and permits, and with all 
rules and requirements of Shell’s insurers, relating to the premises, to any use 
thereof or to any activity thereon. Lessee shall pay all charges incident to 
Lessee’s use of the premises or the business conducted thereon, including all 
license, permit, occupation, and inspection taxes and fees, all water, gas, elec- 
tricity, telephone, and other utility charges (all meters and accounts for which 
shall be in Lessee’s name), and all taxes on Lessee’s property on the premises; 
and if Lessee fails so to do, Shell may pay such charges and charge the same to 
Lessee. Lessee shall not make any attachments or additions to, or any struc- 
tural alterations of any building on the premises, or construct any additional 
buildings or structures on the premises, without Shell’s prior written consent. 
No intoxicating beverages shall ever be sold or otherwise disposed of on the 
premises. 

5. REPAIRS—REPLACEMENTS. Lessee shall at all times keep the premises 
(ineluding adjacent sidewalks and driveways) neat and clean and maintain the 
same in good order and repair. Lessee shall promptly repair or replace any of 
the buildings, improvements or equipment damaged, destroyed, lost, stolen or 
otherwise in need of repair or replacement, by any cause except fire or other 
casualty not caused by acts or omissions of Lessee or Lessee’s employees; and 
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if Lessee fails so to do, Shell may make such repairs or replacements and charge 
to Lessee the actual cost thereof or, in lieu of making such repairs or replace- 
ments, may charge to Lessee a sum equal to the reasonable cost of such repairs 
or the reasonable value of such replacements. If the premises are rendered 
unfit for occupancy by fire or other casualty howsoever caused, Shell may ter- 
minate this lease by notice to Lessee, without, however, releasing Lessee’s obliga- 
tions hereunder or by law if the fire or other casualty was caused by acts or 
omissions of Lessee or Lessee’s employees. Shell shall have the right to enter 
the premises at any time for the purpose of inspecting the same and making 
repairs and replacements. 

6. SECURITY. Shell hereby acknowledges receipt from Lessee of the sum 
of Three Hundred No/100 Dollars ($300.00) as a non-interest bearing deposit 
(which may be mingled with Shell’s other funds) to secure Lessee’s performance 
and observance of the covenants and conditions of this lease and the payment 
of any indebtedness of Lessee to Shell, whether under this lease or otherwise. 
Shell may, from time to time, apply all or any part of said sum to the payment 
of such indebtedness; and upon Shell’s demand, Lessee shall deposit with Shell 
additional sums equal to those so applied. At the termination of this lease Shell 
shall return to Lessee any unapplied balance of the sums deposited by Lessee 
hereunder. 

7. INDEMNITY. Lessee shall indemnify Shell against any and all claims 
and liability for injury or death of persons or damage to property, or for liens 
on the premises, caused by or happening in connection with the premises (in- 
cluding the adjacent sidewalks and driveways) or the condition, maintenance, 
possession or use thereof or the operations thereon. 

? 8. ASSIGNMENT—SUBLEASING. Lessee shall not assign or mortgage this 
lease, or sublease, or permit any other person, firm or corporation to occupy 
or use, all or any part of the premises, without Shell’s prior written consent. 

9. REMEDIBS. If Lessee defaults in the performance or observance of any 
of the covenants or conditions of this lease or enters bankruptcy or insolvency 
proceedings (voluntarily or involuntarily) or makes an assignment for the 
benefit of creditors; or if Lessee’s interest in or under this lease becomes 
vested, by operation of law or otherwise, in any other person, firm or corpora- 
tion; or in event of Lessee’s death; or if Lessee abandons the premises; or 
if all or any part of the premises is condemned for public or quasi-public use: 
Shell may, at its option and without notice, terminate this lease and re-enter 
and repossess the premises, without prejudice to any other rights or remedies 
hereunder or by law. At any termination of this lease, Lessee shall peaceably 
surrender possession of the premises to Shell. As to any of Lessee’s property 
which Lessee fails to remove from the premises at any termination of this 
lease, Shell shall have the right to sell all or any part of the same for Lessee’s 
account on such terms as Shell may desire, but with the rights in Shell to apply 
the proceeds of such sale to the payment of any indebtedness of Lessee to Shell, 
whether under this lease or otherwise, and to purchase any or all such personal 
property. All sums charged to Lessee by Shell under the provisiots of this 
lease shall be payable by Lessee to Shell on demand and shall bear interest 
therefrom at the rate of six percent (6%) per annum whtil paid. Lessee shall 
reimburse Shell on demand for all reasonable costs (including attorneys’ fees) 
incurred by Shell in enforcing any of its rights or remedies hereunder. Shell’s 
right to require strict performance of Lessee’s obligations hereunder shall not 
not be affected by any previous waiver, forbearance or course of dealing. 

10. UNDERLYING ESTATES. If Shell is not the owner of the premises, 
this lease is subject to all the covenants and conditions of the lease under which 
Shell is now entitled to possession and shall terminate automatically upon any 
termination, expiration or assignment of such lease; and Lessee shall not do or 
suffer to be done any act or omission which would impair or jeopardize Shell’s 
interest under its said lease. If Shell is the owner of the premises and should 
sell or contract to sell all or any part thereof, Shell or Shell’s vendee shall 
have the right to terminate this lease by giving Lessee at least thirty (30) days’ 
notice. 

11. LESSEE’S BUSINESS. Nothing in this lease shall be construed as reserv- 
ing to Shell any right to exercise any control over, or to direct in any respect the 
conduct or management of, the business or operations of Lessee on the premises ; 
but the entire control and direction of such business and operations shall be 
and remain in Lessee, subject only to Lessee’s performance of the obligations 
of this lease. Neither Lessee nor any person performing any duties or engaged 
in any work on the premises at the request of Lessee shall be deemed an em- 
ployee or agent of Shell. This lease does not confer on Lessee any rights to 
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use Shell’s trade-marks, trade names, color schemes or advertising signs or 
devices. 

12. NOTICES. All notices hereunder shall be in writing, may be given to 
Lessee by personal service or to either Lessee or Shell by registered letter or 
telegram, and, in the latter instances, shall be deemed given when the letter 
is deposited in the mail or the telegram filed with the telegraph company, 
postage or charges prepaid, and addressed to the party for whom intended 
at such party’s address first herein specified, or to such other address as may 
be substituted therefor by proper notice hereunder. 

13. ENTIRETY—EXECUTION—SUCCESSION. This lease terminates, as of 
the beginning date of the term hereof, any prior lease by Shell to Lessee of the 
premises, and merges and supersedes all prior negotiations, represenations and 
agreements, and constitutes the entire contract. between Shell and Lessee con- 
cerning the leasing of the premises and the consideration therefor. Neither this 
lease nor any subsequent amendment or supplement thereto shall be binding 
on Shell unless and until it is signed in Shell’s behalf by a representative duly 
authorized by its Board of Directors, and a copy thereof so signed is delivered 
to Lessee. Subject to articles 8 and 9, this lease shall be binding on and inure to 
the benefit of the heirs, administrators, executors, successors and assigns of 
Lessee, and the successors and assigns of Shell. 

IN WITNESS WHEREOF, this lease is executed as of the date first herein 


written. SHELL Ort CoMPANY, 
Witnesses to execution by Shell: By R. C. CHASE, 
F. J. Dineutp. District Manager. 
Witnesses to execution by Lessee : CLARENCE A. ROBBINS, 
F. J. Drnevurp, GerorGE A. CLARK. 
A. J. McGuHEE. “Lessee” 
ExuHisit A 


Building*: 2-bay porcelain type with 250 feet of 30-inch ranch-type fence. 

Heating unit* : Two suspended gas units (Reznor). 

Rest room equipment* : 2 20-inch by 60-inch mirrors; 2 soap dispensers; 2 towel 
dispensers ; 2 cup dispensers. 

















Pumps 
i j 
Make Model | Serial No. 
an + ‘ a 
DOU 06 83 Sai S Li RS EE ccna es Satcel 595 155606 
TR ee ens Se cen kes eal 5 Lal a a a bb TET 505 | 155794 
TOG S35 ne ech deucib ee laaccsQagedseh eaee eer et lees ee. va} 595 | 155603 
Sit “S. 3- piuiath daamakinidciasiaa< tae ST aaehthits dadicicksayamiacedn cis teheketicea 2 595 515368 
Storage tanks 
| 
Number Capacity | Used for 
Ge oS ceca nish tiebcnns <emaiae enbocibidh ited d aed aan aiid son ods karat 3,000 | Gasoline. 
Licectn nen tinrne tease ods ce seu «abe UR RLA lew te Lhe tite se 4, 000 Do. 
1. ee ee Ok ee aka. oe a 2 ase Na poe 550 | Waste oil. 
1 ccdshintediteaiaibiendiadsn dienes ketene aieliepaekia nniemactitnsnnna HDS tgecaee | 550 | Kerosene. 


| 


‘ Air compressors: Make, Wayne; model, W-376; horsepower, 114; Serial No. 
91110. 

Air stand and/or towers: Make, Eco; type, pedestal; model 98; Serial No. 
3-W-3316. 
isin 3 Make, Globe Wayne; type, drive-on; model RO-10-ASL; Serial No. 


Miscellaneous 
Item Number 
Thi eit SIRI TD a iii cn ch cst peh eieecninorics 3 
Sign pole with shell plastic signg and 3 spots__.____._-__-.______-___--___-___ 1 
CCC: CORIO: MUNIN CODON i cscs msstisicieiais eee eeesorcgeenmrsegn pentgvoenedinenen nee 4 
I in ee teen 1 
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Miscellaneous—Continued 


Item Number 
Island ‘light pole with Swpetew.. tule esce sean US ec 1 
Island light pole with 3 spots____-__---_--- BS ol Seen fece es ye bs 1 
Island light pole a/w combination with 3 spots_..._......-..--._-_-------. 1 
Island light pole a/w combination with 3 spots_............_...-.-------- 1 
Shell plastic signs on marquee________----~- ete Gs = ga ee eee es al 2 
9$0-Gal;sDabeterew 2 ou ke AL Le A De ite teu 5 
60-Gal. solvent hiboy....... 2S Se a ie Les 1 
35-foot tire Packt! oe tl oe eee 1 
Shell mlestic! wall! sign. 2200s ite ie a oe ee Fe is i 1 
Shellubrivation: eign: seb ee ue eet, Ss eck: 1 
Hallowell?) todl talie:... uel 2.3 lea ee ee i eels 1 
Kerosene pedestal pumps nue Sue ai ei mail a oa 1 
Metal No. ‘33 side chebr.... 210355 k te ee eteating tie sin 2 1 


Mr. Roosevett. Mr. Glen Manchester. 

Do you swear that the testimony you are about to give before this 
committee is the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Mancuester. I do. 


STATEMENT OF GLEN MANCHESTER, CHEEKTOWAGA, N. Y., ACCOM- 
PANIED BY WILLIAM D. SNOW, HIS ATTORNEY 


Mr. Roosrvetr. Have you got copies of your statement? 

Mr. Mancuester. I have two copies, sir. 

Mr. Rooosevett. All right. 

Mr. Mancuester. For years, I had one thought in mind, to be able 
someday to own and operate my own service station. I prepared 
myself by working for oil companies as a service-station attendant and 
attended their training schools on my own time and at my own expense, 
beginning in 1929, 

Mr. Roosrveitr. Mr. Manchester, may I interrupt you for just a 
moment? Would you identify yourself and give us your home ad- 
dress and your present occupation, and the company with which you 
are presently identified ? 

Mr. Mancuester. Where I am working now ? 

Mr. Roosevert. Yes. 

Mr. Mancuesrer. It is in connection with an oil company. 

Mr. Roosrvett. Just give it to us for the record, what your pres- 
ent occupation is. 

Mr. Mancuester. All right, sir. 

Glen Manchester, 2555 North 43d, Getzville, N. Y. Iam now driving 
a truck for the Anchor Black Co., Cheektowaga. 

Mr. Roosrvett. Thank you. 

Mr. Mancuesrer. These years were spent, except for 6 years which 
I spent in the United States Navy, with different companies. 

After I was discharged from the United States Navy in 1946, I saw 
the opportunity to realizing my hopes for owning on my own service 
station, based on the fact that under the GI bill, the Veterans’ Admin- 
istration would guarantee a bank loan to me for a sound real estate 
and business investment. 

I chose a site on the northeast corner of Harlem and Maryvale in 
Cheektowaga, N. Y., which was for sale through a real-estate company 
with whom I was acquainted personally, and I entered into a purchase 
agreement for the property. 

Plans were drawn for a service station, which I drew myself, and 
a building contract was entered into subject to money being available. 
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I then set to work to borrow money from the bank, which would be 
guaranteed under the GI bill. I was informed by the M. & T.—which 
is Manufacturers & Traders—Trust Co. vice president that I would 
have to sign a land lease with some oil company before they could 
consider lending me the money, due to the fact that a gasoline station 
was considered a one-purpose building. 

After much deliberation and negotiating with several oil companies, 
I chose the Frontier Oil Refining Corp. Our first transactions were 
with a Mr. Eva, who was in charge of the service stations. He in- 
formed my wife, the real-estate man, and myself their operator’s lease 
would have the same figures as my land lease. In other words, it 
would be a washout lease, as he explained they weren’t in the real- 
estate business, and their only interest was the sale of their petroleum 
products. The signing of the land lease was then performed to the 
satisfaction of the bank. I then applied for a GI guaranty. 

I donated my services to the contractor to help expedite the comple- 
tion of the station. At last it was ready, and I was anxious to get 
started. 

I went to Frontier and was informed that Mr. Eva was no longer 
with them and I had to see a Mr. Maxwell, who informed me that I 
had to give them $1,200 as collateral. This I didn’t have, and I had 
to find a partner to go in business with. 

At last we were ready to open. We had no windows or heat in the 
station. We operated for 2 months without an operator’s lease, due 
to the lengthy redtape of the GI loan. Finally, all transactions were 
completed at the bank and the mortgage payments amounted to $135 
a month, plus $30 a month of my guaranteed GI loan. 

Frontier then sent out an operator’s lease demanding 11% cents per 
gallon of gas, with a minimum of $135 a month, and no maximum, and 
the $30 additional a month to pay my GI loan, which it was up to me 
to pay. I refused to sign this lease and they dropped their demands to 
three-fourths of a cent, with the same minimum and maximum, and 
told me to sign this or get out. 

Our business was gaining to a figure of 1,000 gallons of gas a day 
and I didn’t care about getting thrown out after all I had gone through 
to get this business, so 2 weeks after my partner signed,I did. I always 
wonder where the surplus rent went and how many shared it—three- 
fourths of a cent times 35,000 gallons. 

According to our lease, we were to handle Frontier Petroleum prod- 
ucts only, and any other items they decided to handle exclusively. So 
here I was paying 4 and 5 times the amount it cost to build the station 
and still was not in business for myself, but was still taking orders 
from the oil company. 

After 2 years of operation, my partner decided to sell his share. JT 
did not have enough capital to buy him out, so he sold to Clarence 
Branch. Our weekend sales exceeded our storage capacity, and town 
ordinances restricted further installation of underground storage. 

Mr. Maxwell informed me that by having political friends in Cheek- 
towaga he thought I could get permission for greater storage, and he 
would give me one-half cent discount from the regular wholesale price 
providing I would buy in tank-truck lots. I finally succeeded and the 
tanks were installed, after which Mr. Maxwell reneged on his promise, 
and he even refused to refund money which I had advanced for per- 
mits to install their tanks. 
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Their contract promised to paint the building once a year, which 
they did not do, so I suggested having the station faced with Perma- 
stone. Mr. Maxwell promised that his company would pay $500 to- 
ward the cost of $1,400, provided I would stop handling the Quaker 
State oil. At that time, Frontier was purchasing TBA through Unit 
Parts Co., and I purchased a large quantity of Champion plugs through 
them. They sent the men out and tacked Champion plug signs all 
over the place. They suddenly decided to change to Firestone TBA. 

One day during my absence, Al Neiderhouse, supervisor, and Clay- 
ton Maxwell, sales manager, came out to the station and ordered my 
men to remove all Champion signs, as we were no longer sellin 
Champion plugs, and had switched to Auto-Lite. I was later atieed 
to remove the remaining Champion plugs from the shelves and sell 
them the best way I saw fit, and replenish my stock with Auto-Lite, 
which I refused to do, and bitter feelings followed. 

About 114% years after Branch became my partner, we concluded it 
would be better to dissolve the partnership. We hoped that I could 
buy his share by refinancing of the mortgage by the amount which 
we had paid off. The bank refused, due to a 30-day cancellation 
clause in my operator’s contract with Frontier. 

I then called Mr. Maxwell and asked him to come out to my station, 
and also called Jacob Geib, a personal friend, who was a retired 
builder and real-estate man whom I knew. Mr. Geib promised to 
loan me the money to cover all outstanding debts on the station, plus 
buying out the partner, providing Frontier would pull out. This they 
refused. 

Maxwell informed me that I was in a hole and should get out of it 
the best way I could or else sink. Notwithstanding that he blocked 
the escape which I had arranged with Geib. I explained my troubles 
to a competitive oil salesman, who advised me to call the FBI and 
make out an affidavit, giving the history of the violations of the anti- 
trust laws, and have the FBI forward it to the Department of Justice 
in Washington, which they did. 

That same afternoon John Nash, fieldman for the Buffalo & Sub- 
urban Retailers Association, met me at my station and said he had 
heard about my trouble, and asked if I would like to tell my story 
to Rankin Peck, president of the National Congress of Petroleum 
Retailers, so he called Detroit and learned that Mr. Peck was in 
Washington, D. C. 

We called him in Washington and made an appointment for the 
following day. Nash and I then drove to Washington. On our 
arrival we found Mr. Peck in conference with Mr. Robert Freer, 
previously a Federal Trade Commissioner, who became so interested 
after hearing my case that he said he would like to handle it, to which 
I agreed. Thereafter I made several trips to Washington and Mr. 
Freer came to Buffalo to confer with Mr. Bennett and Mr. Maxwell 
of Frontier. 

In the interval the Frontier Co. had sold out to the Ashland Oil Co. 
The president of Ashland was requested to appear before the Depart- 
ment of Justice. 

The Department of Justice requested them to rewrite my lease, 
deleting the 30-day cancellation clause, and returning my $1,200 with 
accrued interest, and advised me that Mr. Maxwell had told them by 
letter that they would be glad to loan me the amount n to 
buy out my partner, which he had refused to do before I went to 
Washington. 
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Also, before this, Mr. Maxwell had made a remark, overheard by 
a friend of mine, that he had had me over a barrel and was going to 
make me squirm. 

Frontier then loaned me the money to buy out Branch’s interest, 
taking a second mortgage on my place. At last I felt I could become 
master of my own station. 

Shortly after that, however, a price war broke out, fomented by the 
oil companies, who offered special wholesale discounts of one-half cent 
to dealers who would slash the retail price 3 cents. This offer was 
also made to me, after I called and asked for it, but I could not figure 
how I could afford to sell gas for 214 cents less profit. He told me, 
however, that if the OPA made any trouble about raising my price 
after the price war ended, that was my problem, so I did not cut. 
My gallonage dropped to less than half my previous sales. 

In a desperate effort I called a sign painter who did my sign work 
at the station, and had a large canvas sign made, with children’s 
pictures representing my six children and children of my help that 
worked for me, with a saying underneath it, that we thank you 
for not asking our daddies to take a cut in pay. Our gallonage went 
up again a few thousand per week. The gas price then took another 
tumble. 

To safeguard their second mortgage they refused to honor charge 
tickets for gasoline deliveries, but instead impounded my working 
capital by applying the charge tickets to my previous account. This 
dried up my pumps and made it impossible for me to continue in 
business. The price war had continued for 6 months; and 3 weeks 
after I closed, upon advice of counsel, it suddenly ended. 

A Sunoco salesman informed me that he didn’t think I was ever 
going to close, that it served me right for trying to make a fool of an 
oil company by taking a case to Washington, and that I would never 
get another job in the oil industry until I got on my knees and begged. 

So I went to the Veterans’ Administration for advice. They ad- 
vised me to default on my GI loan and thus force the bank to fore- 
close, so that all compamies could then bid on the property, and I 
could then come out with a few dollars profit, because it was a valu- 
uble corner, due to the throughway and the possibility of the State 
taking some of the property for the Kensington Expressway. 

The banks served me with foreclosure summons in June 1954, and 
to date they have taken no further action. Frontier has also served 
me with summons for suit for their money about the same time. I 
filed a countersuit for physical damage and use of property not cov- 
ered by lease, 130 by 130; the whole property consists of 180 by 180. 

A Socony-Vacuum salesman, well acquainted with the Maxwell 
family, twitted me that I didn’t benefit from my Washington trip, 
and I wouldn’t gain from this suit, and asked me why I wasn’t smart 
enough to quit opposing the oil companies, concluding with “Bigger 
men than you have tried it but didn’t get anywhere.” 

So here Iam. Half my life is shot. I can’t use my training, can’t 
use my gas station, although technically I still own it; my credit is 
shot. I am driving a truck for a living. I have had to send my wife 
to work to eke out 4 living for our six children. 

After I closed the station, Frontier canceled my lease, but I cannot 
cancel theirs, and rented my*place out to another operator. One man 
reported to me that when he asked about the station, to lease it, they 
asked a price of $400 per month rent. They pay the bank $135 per 
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month, leaving the $30 GI loan in default, which raises the question 
of who gets the $265 per month difference. 

At the time I was forced out of the station, the first mortgage se- 
cured through the GI bill was about $11,500, and the second morigage 
held by Frontier Oil Co. for money advanced in connection with their 
plans for my buying out my partner and making other changes and 
improvements they requested was $14,000. 

1 am now subject to foreclosure and deficiency Judgments on both 
of these mortgages. Not only have I lost my investment, the years of 
my life, my GI rights and everything that I owned in the world, but 
also have lost the opportunity of returning to the gasoline service 
station business. 

This was illustrated when I solicited other companies to take over 
a station as a lessee dealer. Though some tentative arrangements were 
made with Socony-Vacuum Oil Co. for a lease location in Buffalo, the 
company refused to go through with these plans and told me that in 
all probability Frontier was waiting for me to get started in business 
in order to levy on any property I might acquire to satisfy the de- 
ficiency judgment they could get on their second mortgage. _ 

I am thus prevented from reentering the service station business or 
any other business and I am forced to face the problem of bankruptcy 
proceedings by conditions which now confront me. 

Mr. Roosrveitr. Thank you, Mr. Manchester. Just so I can get the 
year straightened out on this, you started this in 1946 and operated 
until 1948, is that right ? 

Mr. Mancuester. No, I operated the station until October of 1951. 

Mr. Roosrvetr. October of 1951. 

Mr. Mancuester. We opened in June of 1946. The operator’s lease 
was granted to me from Frontier in September, I believe, 1946. 

Mr. Roosevetr. When the Ashland Oil Co. took over from Frontier 
I gather it kept the same personnel ? 

Mr. Mancuester. Yes, that’s right. I have letters here from the 
real-estate man, from my meeting up there with my wife, how it was 
explained to us, why we went with Frontier, but they won’t look at it, 
they won’t listen tome. I tried to explain it to them, that the lease was 
a definitely washout lease or otherwise we wouldn’t have negotiated 
with them. I have Esso leases in my portfolio now that cover it as a 
washout lease, which any oil company will do for you instead of pay- 
ing exorbitant rent for your own property. 

That was brought up here in 1951 when Mr. Stewart asked by long 
distance phone in my presence whether they were in the real-estate 
business or the oil business. 
=e Roosrvetr. Have you a copy of that lease which you entered 
into ¢ 

Mr. Mancuester. Yes, I have a file of everything here. 

Mr. Roosrvetr. Would you make it available to Mr. Arnold? 

Mr. Mancuester. Do you want Frontier’s or Esso’s? 

Mr. Rooseve.r. Frontier’s lease. 
are Mancuester. Do you want the land lease or the operator’s 

ease 

Mr. Roosevetr. If you have a copy, I would like both. 

Mr. Mancuester. All right, sir. 

Mr. Roosrverr. Mr. Manchester, I am sure that you are not here 
before the committee thinking that we can do anything specifically, 
anything that would be of assistance to you. 
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Mr. Mancuester. I have children. I would like them to believe in 
free enterprise and not to be kicked around. 

Mr. Roosevetr. All right. Now, what we would frankly like to 
have, if you can give it to us, have you any particular suggestions as 
to better ways to protect individual independent station operators who 
take leases from oil companies, such as you did ? 

Mr. Mancuester. Well, sir, I had an attorney with me at the time, 
but I assure you that I would be a lot smarter myself in different 
things. Of course, when you first start a business enterprise, you 
are excited and: you are anxious to get into it, and you overlook a lot 
of things. You take men whom you meet, you are taking something 
in their word. If you have to have everything in black and white, 
what is the use of doing business with them? You take their word. 
In other words, there is too much trust involved here, and not enough 
black and white, although we do have it now. I mean as a witness, 
verbal, what occurred in the office, the first transaction. I don’t know 
whether Ashland realizes that or not, or whether it was ever told 
to them. 

Mr. Roosrverr. Have you any impressions as to the method in 
which the so-called price war was developed and maintained / 

Mr. Mancuesrer. Yes. It came back to the dealers on several 
occasions that Blue Sunoco started the gas war. 

Mr. Roosrevetr. How does a gas war come about and how is it 
maintained ¢ k 

Mr. Mancuester. Well, the gas war, how it came about, it started 
in the north end of Buffalo by a fellow named Kenn Moore. In other 
words, to get business. In other words, they figure if you drop your 
price and get so many more cars in there and sell that much more 
gasoline, at the end of the year you will net that much more profit, 
but they don’t explain to you that for each thousand gallons of gas 
that you sell you have to put on more help, and the man next door, 
of course, has to drop his price, or he loses his trade. 

Mr. Roosevrtt. Is the tank price reduced at the same time that they 
ask you to reduce the—— 

Mr. Mancuesrer. At the time, I called Mr. Maxwell on this thing 
after the gas war was in effect for quite a while, because my cus- 
tomers were staying with me. I mean, when it becomes a difference 
of 5 and 7 cents a gallon for gas, you can’t blame anybody for leav- 
ing, and I called Mr. Maxwell and asked him for some type of help. 
He said, “Well, we’re not giving any discount,” and I said, “O. K.” 

I said, “What am I going to do,” and he says, “I don’t know. We 
are figuring it out now.” So later on I called him and he said, “Well, 
we are giving one-half a cent provided you drop your price 3 cents.” 

Well, I couldn’t see where that was good business. In other words, 
when the OPA was in effect, the Office of Price Administration, and 
if I could operate and prove to them I could operate on a 3- or 4-cent 
margin, and they forbid me to increase my price to my original price, 
he said, “That’s your lookout, not mine.” 

So then I decided I would take a trip out to another gas station 
which was further south away from me. I obtained a copy of a 
delivery ticket which he had received the same day from the same 
truck, and he had one-half cent competitive discount on his which 
I didn’t have on mine, and his price was identically the same at the 
time as mine was, 


Mr. Roosrverr. What explanation was given to you for that? 
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Mr. Mancuester. They never explained. I called Mr. Maxwell 
after I had the delivery ticket and asked him, told him I thought I 
understood him saying that they didn’t give a discount. He said, 
“That’s right,” and I said, “Well, how come? What is it, that the 
station further south of me is getting one-half cent competitive 
discount.” 

He said, “They’re not.” I said, “That’s funny, I have a delivery 
ticket here,” and he blew up over the phone, and asked me what I was 
doing with their delivery ticket, to take it back out there where I got 
it, it wasn’t my business to follow that stuff. . 

Mr. Roosrvetr. There must have been other competing brands—— 

Mr. Mancuesrer. Yes, there was a Gulf station right across the 
street from me. There was a 7-cent difference in his retail price than 
there was in my price. 

Mr. Roosevetr. How did he stay in business? 

Mr. Manonester. Well, we could never find proof of that. We 
know that Sunoco promised their dealers they would guarantee them 
a 4-cent margin, regardless of how long they had to go. 

Mr. Roosevett. In other words, those dealers were protected by 
their suppliers ? 

Mr. Mancuester. That’s right. The rest of them may have fol- 
lowed suit. We don’t know, and I won’t say because I don’t know. 

Mr. Roosevettr. Mr. Steed, have you any questions ? 

Mr. Sreep. No questions. 

Mr. Roosrvetr. Mr. Sheehan? 

Mr. Mancuestrer. This is the first land lease between Frontier. 
This is the master lease that was in effect that was submitted for the 
Department of Justice approval, and I have the original here [hand- 
ing documents to Mr. Arnold]. This is their original. 

Mr. Arnoip. Are these the only copies that you have? 

Mr. Manouester. Yes, it is. My attorney in Buffalo asked me if 
anything was needed up here I would have to have photostatic copies 
made of it. 

Mr. Roosgvetr. I would prefer, if it is all right with you, that you 
keep those and have them photostated and send to the committee pho- 
tostatic copies at your first opportunity. 

Mr. Mancuester. All right, sir, because we don’t know what we 
will be needing down there. 

3 Mr. Roosrevett. Mr. Steed has a question, so we will let him go 
rst. 

Mr. Streep. You made mention of the fact that in conversation with 
one or more, I assume, representatives or salesmen or agents of these 
oil companies that you were told that you could not get away with 
what you were doing, couldn’t win at it, or words to that effect. Did 
you have many conversations with various agents or representatives 
of oil companies along that line? 

Mr. Manouester. No. I had one with a personal friend of mine, 
Mr. Leighbody, with the Socony-Vacuum Corp. He was my super- 
visor in 1932, I believe it was, and he more or less advised me on it, 
and then afterwards—of course it was a known fact what was hap- 
pening down there. This Blue Sunoco salesman is the one that 
brought that up, and then Mr. Leighbody afterward told me I should 
have known better, because he said, “After all, there are bigger men 

than you that have tried doing this.” He said, “You didn’t accom- 
plish a thing in Washington.” 
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Mr. Sreep. I was just trying to establish how general such conver- 
sation as that is in the industry. 
Mr. Mancuester. To this respect, that 2 years ago Socony- Vacuum 
called me and asked me if I would like to operate one of their sta- 
tions and called me down to their office. Naturally I wanted to get 
back into it. Practically that is the only thing I know, and I went 
down to their office on Pearl Street, and then had a conference similar 
to this one, and asked me different questions, and what happened to 
the station over there, and of course they said they couldn’t do this 
to you, they can’t do this sort of thing to you. “We will get you back 
started in the gas station business again,” and they had one of their 
salesmen take me over on Michigan and Best Street and showed me 
a site they had available at that time, which I agreed to accept, and 
they said they would call me within 2 days, which they never did. 
Then I finally got a hold of them again and they told me that they 
would be afraid to set me up in business, due to the fact that Frontier 
had this mortgage over my head and was just waiting for me to go 
into business so they could attach whatever property I owned, and 


they figured I couldn’t survive it, and they would lose what they had 
put into it themselves. 


Mr. Roosevetr. Mr. Sheehan. 


Mr. SHrenHan. Just for general information, Mr. Manchester, what 
is the usual spread between the price you pay for gasoline and what 
you sell it at, in cents per gallon ? 

Mr. Mancuester. At that time it was five and a fraction. 

Mr. SHEEHAN. Does it vary from year to year ? 

Mr. Mancuester. No. I believe due to the efforts of the association 
it is now running better than 6 cents. 

Mr. Sueenan. You were in this business for approximately 5 or 6 
years, were you not, before you got out of it ? 

Mr. Mancuester. Yes, sir; until this trouble came about. 

Mr. SuHrenan. You also state that although you did not cut when 
they asked you to cut, you gallonage dropped quite a bit, despite the 
fact that you did not cut the price ? 

Mr. Mancuester. That is right. 

Mr. Sueenan. There must have been some reason for the company 
to ask you to go along to keep your volume up, or you probably could 
not have made money either way ? 

Mr. Mancuester. I couldn’t make money doing that. I had a ter- 
rific payroll. I mean—take in the years of depression, before the 
NRA came into effect, we were working for anything that they wanted 
to pay us. I was simply working for $6 a week and my board. Then 
the NRA came into effect, and we were increased to $14.75 for a single 
man. Well, gasoline help at that time, we were making on a 100- 
percent station, 4 cents margin, and helpers were working for 25 cents 
an hour. 

At the time in 1951 you couldn’t hire anybody that was any good at 
all for less than a dollar an hour, and you were making a 5-cent mar- 
gin, so I mean there was too much of a spread there that you had to 
watch yourself, so if you didn’t have the gallonage you couldn’t pay 
your help, and then to drop it another 2% cents, 1 couldn’t see where 
it was sound business. 

= SuHeenan. In other words, you couldn’t have made out either 
way ? 
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Mr. Mancuester. That is right. In other words, it would have 
prolonged the agony. That’s what it would have amounted to. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Roosevett. Mr. Arnold ? 

Mr. Arnotp. No questions. 

Mr. Roosrvert. Thank you very much, Mr. Manchester. We ap- 
preciate your coming down. 

Mr. Mancuester. Thank you, gentlemen. I will send those docu- 
ments as soon as I get back to Buffalo. Do you want a copy of each, 
the operator’s lease and the land lease? 

Mr. Roosrvetr. You probably have other leases in relation to the 
other products, do you not? Do you have a separate lease for your 
lubricating oils? 

Mr. Mancuester. No, only one. 

Mr. Roosrevetr. Mr. Baskett, if you have any questions you care to 
ask now we will be glad to have Mr. Manchester answer them. The 
other companies’ representatives have reserved the right to file a state- 
ment or to ask for an appearance and make such comments as they wish. 

Mr. Baskerr. That is what I would appreciate doing. It will be 
much easier when I can get a copy of the statements made here. 

Mr. Roosevett. Yes. 

Mr. Walter F. Faxlanger. 

Do you swear the testimony you are about to give before this ¢om- 
mittee is the truth, the whole truth and nothing but the truth, so help 
you God ? 

Mr. Faxtanaer. I do. 


STATEMENT OF WALTER F. FAXLANGER, WILLIAMSVILLE, N. Y., 
ACCOMPANIED BY WILLIAM D. SNOW, HIS ATTORNEY 


Mr. Roosgvetr. Mr. Faxlanger, will you give your full name and 
address to the reporter, if you will ? 

Mr. Faxiancer. Walter F. Faxlanger, 405 South Union Road, Wil- 
liamsville, N. Y. 

Mr. Roosrvetr. You go right ahead and the committee will be glad 
to hear from you. 

Mr. Faxtancer. Do you want me to read the prepared statement 
that you already have? 

Mr. Roosevett. If you would read your prepared statement first. 

Mr. Faxiancrr. Thus far today we have been documenting cases of 
individual dealers, mostly on company domination by lease agree- 
ments, which I would term looking at pimples. In the case of Mr. 
Manchester a combination of that and an example of how oil com- 
panies get the power to so dominate. 

In my testimony I would like to present a few more such documen- 
tary cases, one of which, like the case of Mr. Manchester, will lead into 
the fundamental evils which underlie these surface eruptions, the case 
of Mr. Ippolito; several minor dominations of dealers; the case of 


Walt & Matt; the national publicity which original opening of their 
station attained. 
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Brief history of previous operators of this famous station and the 
fate of Mr. Stots and the operators of the other stations opened in a 
mass grand opening, followed by the public and moral consequences. 

The demonstrable proof that these are not individual cases, citing by 
names and locations, and so forth, in the best market the numbers of 
men who come lose their money and depart. 

The larger whys and the basic reasons for such a turnover of dealers. 

How they recruit new operators in a business so marked by previous 
failures. 

Fooling of the public. 

Management by national advertising. 

Management from above. 

Management by outside racket promotions. 

Management by price discrimination on petroleum products, also 
on tires. 

Fish for one, flesh for another. 

Court decisions. 

Total frustration of dealers due to the nonenforcement of law and 
15 years of court delays. 

Mr. Roosevettr. Now, Mr. Faxlanger, you have covered quite a lot 
of territory in that statement, and I see here that you have statements 
by other individuals which, rather than have you read them, I think it 
-would be wiser if you would just submit them for the record. The 
committee will then read them and because perhaps time is reasonably 
limited, it would be better for you to take up some of these other very 
important things that we are interested in here, such as the question 
of price discrimination, the reasons for the large turnover, the methods 
of recruiting new operators in a business marked by previous failures, 
and the other things that you have marked off here. 

Mr. Arnoitp. Mr. Chairman, two of these statements to be submitted 
concern Atlantic Refining Co. and with your permission I would like 
to perhaps let the representatives of Atlantic read these statements 
now. 

Mr. Roosrvett. Yes, I think we should turn them over to them for 
their information. 

Mr. Faxiancer. You don’t want me to read Mr. Ippolito’s state- 
ment? In this regard I have here the Richfield Supreme Court deci- 
sions, in which it is pointed out—that is a newspaper clipping of it to 
call it to your attention. You can get the decision, I presume. 

Mr. Rooseveur. Yes. 

Mr. Faxiancer. I wanted to call that decision to the attention of 
the committee and the fact that that decision is 3 years old, and yet the 
very things prohibited by that decision are the things that this man is 
being thrown out of his station for day after tomorrow. This is Mr. 
Ippolito, and without going into the full details of it, I would like to 
say two of the major complaints is, one, that he handled Goodyear tires 


instead of Amoco tires, and another is that he had 14 trailers for rent. 
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on the property, which was forbidden to him verbally by the company. 

Mr. SueeHan. Mr. Chairman, is this statement by Mr. Ippolito 
being turned in by this gentleman? 

Mr. Roosrvetr. I believe he wants to make that part of the record. 

Mr. Sueenan. By what authority is he turning in the Ippolito 
statement ? 

Mr. Faxtanerr. I have the signed statement by Mr. Ippolito. 

Mr. SuHeeHan. Then you better put that in the record. There is 
nothing in here to indicate Mr. Ippolito gave his consent. 

Mr. Faxuancer. I have the original signed statement here. 

Mr. Sueenan. Mr. Chairman, I do not know. You had better look 
into that and see if you want to put that in the record. 

Mr. Roosrvert. Mr. Faxlanger, I think I should ask you first, how 
do we know that Mr. Ippolito wanted to make this a part of the rec- 
ord of these hearings ? 

Mr. Faxiancer. I will so swear individually, because he called me. 

Mr. Roosevett. I do not think that that would be proper. 

Mr. SuerHan. That is getting on dangerous ground, Mr. Chairman. 

Mr. Roosrvetr. I do not believe it would be proper to accept that 
without written authority for such action by the individual concerned 
directly. I would have no objection to your submitting the informa- 
tion and clipping relative to the Richfield Oil decision by the Supreme 
Court, but would feel that it was not proper for us to accept the 
specific statement by Mr. Ippolito at this time. If at a later time you 
wish to submit it, with authority from him, the committee of course 
will be glad to accept it. 

Mr. Faxtancer. That is what I believe his signature on here was 
supposed to do. I don’t know, maybe I am a little dense. I have his 
signature on each and every page. 

Mr. Roosrvett. Off the record. 

(Discussion off the record.) 

Mr. Roosevett. On the record. 

I think I should explain to you that in all of these hearings the testi- 
mony is taken under oath and it would not be proper to accept state- 
ments from other people that are not sworn to and that are simply 
delivered by somebody who is under oath. 

. Mr. Faxtancer. Then you would advise me to take this back, have 
him notarize it and resubmit it ? 

Mr. Roosevett. Then it can be resubmitted and sent directly by him, 
or if he cares, of course, to come down, we will be glad to hear him. 

Mr. Faxtancer. Well, I invited him to come down here, but he is 
being thrown out of his station day after tomorrow. 

Mr. Roosevetr. I think, then, it should be submitted, properly certi- 
fied and sworn to, and sent down by his direction and properly present- 
ed by his signature. 

The same would apply to any other testimony by any other person. 
It would have to be submitted in affidavit form before it could be 
accepted or considered by the committee. 

Mr. pe Can I testify as to what the man told me and what 
I know? 

Mr. Roosrvett. You can testify from your own knowledge as to 
conditions that exist in the industry from your position as secretary 
of the association, but you should not and I will ask particularly 
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that you should not testify as to remarks or put words into somebody 
else’s mouth. The committee could not, for instance, allow you to say 
that Mr. Ippolito said this, that, or something else. That would be 
eee hearsay and not proper for us to receive. 

r. Faxtanoer. Well, I think the best way to handle this then 
would be for me to take it back and have it notarized by him and for- 
warded to the committee. Will they receive it then ? 

Mr. Roosrveit. We would be glad to examine it if it is in the proper 
form and counsel is so informed. Then we will receive it. 

Mr. Arnotp. I would like to say this: We are interested in receiv- 
ing direct testimony, not hearsay testimony, so wherever it is possible 
that you have affidavits directly from the person who has firsthand 
knowledge, I think that the committee should accept that affidavit, 
and insist upon the affidavit, and if the affidavit is unavailable or if 
the best testimony you can get is hearsay or secondary, then I think 
the committee might accept it, but under the circumstances we know 
that the firsthand testimony is available, and I think we should insist 
upon it. 

Mr. Roosrvett. Mr. Faxlanger, as long as you are here, I think 
that the committee would be interested in following up your previous 
statement, if you care to enlarge on some of these other subjects which 
you mentioned, such as the whys and the basic reasons for the large 
turnover of dealers, the recruiting of new operators, and so forth, if 
you feel that you can do that as a result of your present occupation. 

Mr. Faxiancer. I have here a number of statements in which the 
head of the Atlantic Refining Co. is portrayed as the dealer’s friend, 
and I don’t want to disparage the company any more than any other 
company, but for the very fact that the head of this marketing division 
of this company is so portrayed I believe that the things that I am 
about to say are probably more to the point than if it were somebody 
that we ordinarily expect to be on the other side of the fence. 

I have here one that Mr. Colley, chairman of the Retail Advisory 
Committee—here’s one where that man urges the industry not to 
prove that it is competitive with the retailer’s money 

I have another one here: “Pleased with the results of its trial of 
3-year leases.” 

Now against that background of public relations I have a letter 
which I wrote to Mr. Colley. Would that be admissible? And Mr. 
Colley’s answer to it ? 

Mr. Roosrvetr. Yes, that is admissible. 

Mr. FaxtancGer (reading) : 

Deak Mr. Cottey: You may recall that after you addressed the National Con- 
gress of Petroleum Retailers at Pittsburgh, I stated that, if all marketing vice 
presidents held the views which you expressed, dealer supplier relations would 
greatly improve. Again, at Inniss Brown’s party he asked certain dealers for 
frank expressions and some of it was rough, but I stated that you were not the 


executive against whom I had gripes so I would prefer to lighten the tension with a 
story. That was the way I felt then. 

However, a few months back a new operator on Englewood Avenue posted a 
large sign 1.1 cent below the norm for the area and told me he did so in accord 
with what he was taught in Atlantic’s training school in Syracuse. 

Two weeks ago I got another call about a price sign at Makowski’s station on 
Kenmore Avenue—a Violation of our hard-won sign ordinance—and on city right- 
of-way—also a violation. This sign offered 10 gallons for the price of 9. It was 
a new station and Mr. Makowski explained that he was formerly a mechanic in 
a Ford agency and relied on his “supervisor” to tell him how to operate. He 
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was also offering free grease jobs because he was overloaded with help and had 
to keep them busy. The company had sent him the men for “training.” How 
could a man without experience himself “train” other men? Kenmore Avenue 
was the sparkplug of price wars 3 years ago and such moves might provoke re- 
prisals again. 


Today an Atlantic dealer handed me a circular of McCready’s Atlantic station 
on Kensington Avenue, which is another tinder area. He stated that the station 
is run on “commission” and McCready’s son revealed that the 27.6 price was set 
by the “supervisor.” ‘The circulars were prepared and furnished by the com- 
pany and the operator was following “orders.” 

I trust that these examples, of which I have more, having been called to your 
attention will result in curtailment of such advice. 

T have copies of various circulars that were put out on that. 

Mr. Roosevett. Will you submit that now for the record, please, so 
that we may put it into the record ? 

Mr. Faxtancer. Would I be able to get copies back of this for my- 
self, for my own records? 

Mr. Arnotp. Could you submit photostats tomorrow for the record ? 

Mr. Faxuancer. Frankly, I am a stranger here in Washington. I 
don’t know where to go for that material, and I thought possibly the 
committee would have some means of doing that themselves. If I 
could place them with the committee and have them return them to me, 
I would be glad to do that. 

Mr. Roosevett. We will accept it. We will put it in the record and 
return the original to you. 

ee document was marked “Exhibit 1,” and filed with the com- 
mittee. 

Mr. Faxtancer. I have a lot of precious stuff here and I don’t want 
to hand in all my originals. 

Mr. Rooseverr. If you would mark the items that you want returned 
we will see to it that they are returned to you. 

Mr. Faxtancer. I have here Mr. Colley’s reply. Isthat admissible? 

Mr. Roosgrvetr. That is admissible, and the record is available to 
Atlantic Refining Co.—I suppose you are referring to Atlantic Re- 
fining Co., is that correct ? 

Mr. Faxiancer. That is correct. It was a letter from Mr. Colley, 
marketing vice president of the Atlantic Refining Co. 

DeAR Mr. FAxtAncer: The circumstances outlined in your letter of March 24 
have been thoroughly investigated through proper marketing channels and we 
have been unable to find any factual basis for your complaint. 

It would be my suggestion that you arrange for a conference with our Buffalo 
district manager, Mr. H. J. Van Nortwick, who is perfectly familiar with your 
operation in this area and in whom I have every confidence. 

The point in reading those two letters, which are seemingly in their 
favor, is here is the evidence which he denies. 

(The documents were marked exhibits 2, 3, 4, and 5, and filed with 
the committee. ) 

Mr. Arnowp. Mr. Faxlanger, did you give the dates on those letters? 

Mr. Faxtanecer. The dates on the Atlantic ——. 

Mr. Roosevenr. Could you give us the date of your letter and the 
date of the answer ? 

Mr. Faxianoer. Yes. My letter of March 24, 1954; his first reply 
of April 13, 1954, and his second reply of May 4, 1954. 

Skipping the Atlantic Refining for just a moment, I have two that 
I should have mentioned before that. I have here a letter from Gor- 
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man Bros., who are Sunoco dealers, and who wrote me this letter at the 
time shortly after the price war of 1951—May 12, 1952: 

Dear Mr. Faxtancer: During our phone conversation of a few days ago I 
agreed to look into the merits of your organization and contact you accordingly. 
I have consulted several of our company dealers and all agree that membership 
in your organization is tantamount to biting the hand that feeds you. I am 
in sympathy with your objectives as an independent dealer, but cannot risk 


my present livelihood by accepting anything contrary to the wishes of the Sun 
Oil Co. 


In am returning dinner tickets herewith, and trust you will bear with us, 
while we are still company dealers. 
Sincerely, 


J. J. GoRMAN. 

They are at Tifft and Hopkins Street, Buffalo 20, N. Y. 

Mr. Roosevett. We will accept that as an exhibit and it will be 
properly marked. 

(The letter was marked “Exhibit No. 6” and is filed with the com- 
mittee. ) 

Mr. Faxxiancer. I have one here from a Socony-Vacuum dealer. 
Now this is his writing. It was a letter which was addressed to me. 
It was not addressed to the committee, but I believe it is significant. 

Mr. Arnon. Does it have any date on it. Is there a date on all these 
letters ? 

Mr. Faxiancer. There is a date, not a date for the letter, but a date 
for the incident. P 

Mr. Roosevetr. But no date on the letter. 

Mr. Faxtanoer. July 16, 1951. Shall I proceed? 

Mr. Roosrvett. Off the record. 

(Discussion off the record.) 

Mr. Roosrvett. Back on the record. 

Mr. Faxuancer. I have here a letter addressed to Mr. W. F. Paw- 
lowski and Mr, M. W. Kowalski, Walt & Matt’s Service, Genesee Street 
and Bailey Avenue, Buffalo, and it was turned over to me by the pro- 
orietors of that station, who asked me to see what I could do to keep 
them in their station, and I verified these facts. I have seen Mr. Van 
Nortwick, who was their local representative. 

Mr. Arnotp. Mr. Faxlanger, they have prepared a statement ? 

Mr. Faxtancer. They have prepared a statement and signed it. 


Mr. Arnotp. And you were going to ask them to make the same 
statements under oath ? 


Mr. Faxuancer. And they couldn’t get here. 

Mr. Arnotp. They could make a sworn statement. They will make 
a sworn statement of these facts in Buffalo? 

Mr. Faxtancer. They will if you want to wait for it. 
Mr. Arnon. [ think you ought to take that letter and have it sworn 
to. 

Mr. Roosrvett. This will have to accompany the sworn statement. 

Mr. Faxtancer. Do you want them to swear to every page or to the 
entire group of documents? 

Mr. Roosevett. In affidavit form they can say that they are attach- 
ing certain documents and describe the documents, and those can be 
described in their affidavits. 

The Chair would like to point out that Mr. Snow is Mr: Faxlanger’s 
counsel. This is a very important point because this committee cannot 
be in the position of exacting things from somebody else that they may 
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deny ever having said, or ever having presented, or anything else, at 
some later time, and I think in presenting this type of testimony it 1s 
very important that you recognize that it should be presented in this 
form. 

Mr. Snow. Mr. Chairman, I agree with that entirely, and I think 
Mr. Faxlanger does, too. One point he may not have ecg out is 
that these facts are within his personal knowledge. He has been at 
these stations. He has stood in the relationship of business adviser 
to these people, as the secretary of the association. He has repre- 
sented them in conversations with their suppliers, their negotiations. 
He has studied these documents. He has been present when these 
notices have come, so the substance of that statement is within his 
personal knowledge. He can make it as a statement of his own per- 
sonal knowledge, I believe, of most of those statements, and the state- 
ments signed by these people are confirming Mr. Faxlanger’s personal 
knowledge of their affairs, rather than intending to be independently 
probative as establishing those things to be true. 

Mr. Roosrveir. Mr. Snow, as I pointed out, any statement that Mr. 
Faxlanger wants to make from his knowledge, citing an instance, 
would be perfectly acceptable to the committee, but when he submits 
things for somebody else, those must be properly in affidavit form. 

Mr. Faxiancer. Mr. Chairman, there is one point that I don’t figure 
out, and that is if I am putting these documents down, maybe Mr. 
Snow can further inform me, but as soon as I start telling what hap- 
pened I have to repeat what a man said, so I am stymied. 

Mr. Roosrvert. Well, you can repeat the circumstances that oc- 


curred and tell about the people and describe the people who were 
present, or to whom they occurred, but they must not be quoted; you 
cannot quote the individual. 

Mr. Faxtaneer. I would yg Hanser like to use this Walt & Matt’s 


statement at the present time, because it establishes the base for the 
rest of the pile. I will endeavor to proceed and if I get off the track, 
if you will properly guide me along, maybe we can get to the meat of 
this thing. 

Mr. Roosevett. I think frankly that unless you can give your state- 
ment in the form of describing the occurrence that is described here, 
and not describing the testimony which is submitted by the gentlemen 
that you mentioned, that would be perfectly all right and perfectly 
proper, but it should be your statement that this is what you know 
to have happened, you see. 

Mr. Faxianecer. As soon as I start on that I run up against this, 
the first thing that I know happened on this particular case, Mr. 
Pawlowski called me on the telephone. Now I am right up against 
what Mr. Pawlowski said. He asked me to come to his station, he 
had a story for me. 

Mr. Roosrvert. All right, you can state that Mr. Pawlowski called 
you on the telephone and told you to come down to his station, and 
this is what took place. 

me Faxtancer. But I am quoting Mr. Pawlowski. I don’t under- 
stand. 

Mr. Arnot. I think the difficulty is in introducing these documents. 
I think if you forgot about the documents and just used them to re- 
fresh your own memory of the facts, within your own personal know]l- 
edge, and just tell the story in your own words; you would go just 
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exactly as you were, saying that on such and such a date Mr. Pawlow- 
ski phoned me, and you can look at the statement to check up on what 
time it was, and you will say it was April 23. At that time the sub- 
stance of the conversation was as follows. Now, of course you are 
giving a conversation you heard, but you heard it, and that is not 
hearsay, the fact of the conversation, at least, and we are willing to 
accept, I should think that. 

Mr. Roosrvetr. This is your memory of what happened. You are 
not submitting what somebody says. 

Mr. Faxuancer. I would submit my memory of what he said. I 
thought you wanted the specific things that he told me verbatim. 

Mr. Roosrvetr. We do, sir; but when we receive this verbatim testi- 
timony it must be his sworn testimony. 

Mr. Faxtancer. I will proceed on that and see where we can get. 

Mr. Roosevett. All right, you proceed on that basis. 

Mr. Faxtancer. Mr. Pawlowski called me and he asked me to come 
down, he had a story for me. So I went down there and he told me 
that he had a document that he was being put out of his station in 15 
days, and I asked him for the particulars. This statement that I have 
prepared here is the statement that I drew up at his request and it tells 
what he related to me. 

Mr. ArNnotp. Will you explain to the committee in substance what 
was the conversation at that time between yourself and Mr. Pawlow- 
ski? You do not need to read the statement. 

Mr. Faxiancer. Well, Mr. Pawlowski told me, and I will quote 
what he told me, not as his words, but as my interpretation of his 
words. Will that suffice ? 

Mr. Arnotp. Just say in substance what he told you. 

Mr. Faxtancer. He told me—— 

Mr. SuHreHan. Let me interrupt here, Mr. Counsel. We are taking 
hearsay evidence. ‘This is his interpretation of what Mr. Pawlowski 
has told him. As far as the record goes, he is under oath. If any mis- 
takes are made, who is going to prove who is right and who is wrong? 
You gentlemen are lawyers. Now, we do not want to get anything 
bere but testimony that is going to hold, and not just what somebody 
said. 

What do you say about that, Mr. Steed ? 

Mr. Streep. The hearsay evidence is very clear, but maybe I can help 
out in this way. 

When you got down to his station and he said that he had a docu- 
ment, did you read the document ? 

Mr. Faxiancer. I read the document, yes. It was a letter from the 
Atlantic Refining Co., advising him that because he had not followed 
certain specific directions of the company that they were terminating 
his lease as of 15 days. 

Mr. Roosevetr. It is that kind of testimony which we are glad to 
hear from you. You saw this document and that is perfectly all right, 
and if you can continue in that vein, why we can accept your testi- 
mony. 

Mr. Faxtancer. I have the document here. It was given to me by 
Mr. Pawlowski to present here, and I have also some typewritten 
copies of that document. 

r. Roosrvett. And you swear this is the document which you saw 
at that time when you went down to his station ? 
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Mr. Faxuancer. This is the document that I saw at that time at his 
station, that he showed me, and which he gave me for presentation 
to this commitee, or for any other use that would be appropriate. 

Mr. Roosrve.t. The committee is glad to accept it. If you want it 
back you will so mark it and it will be entered into the record. 

Mr. Faxtancer. Mr. Walter F. Pawlowski and Mr. Matthew W. 
Kowalski, doing business as Walt & Matt’s Service, Bailey Avenue and 
Genesee Street, Buffalo, N. Y. 


GENTLEMEN: In accordance with the terms of your lease with The Atlantic 
Refining Co., Inc., dated June 3, 1954, this is to inform you of defaults in com- 
pliance with the obligations imposed by that lease. 

1. From our observation, the hours of operation at your station are limited to 
the point where we believe your market is not being properly served. This was 
previously brought to your attention in our warning letter of November 19, 1954. 

2. You are not rendering the services required for the businesslike operation 
of a first-class service station. 

3. You have no regular program for expanding sales, which involves direct mail 
campaigns, personal solicitation, and advertising, to secure the market po- 
tential in your area. 

4. You have not maintained adequate and competent manpower to properly 
serve your trade. 

5. You have not maintained a satisfactory standard of housekeeping. 

You are further reminded that in accordance with the terms of your lease, you 
have 15 days from the time you receive this notice in which to remedy the de- 
faults specified above. 

Yours very truly, 


G. V. OSTRANDER, 
Manager of Marketing. 
Mr. SHeeHan. Why are you reading that into the record ? 
Mr. Faxtancer. To illustrate the domination of the dealer by the 


company in violation of the Richfield Oil decision, violation of the 
antitrust laws and specifically the points set forth in that recent Rich- 
field Oil decision. 

Mr. Roosevett. Would you elaborate that a little bit, so we could 
know what specific violations you think occurred from this letter? 

Mr. Faxtancer. Each of the five directives are a violation of a man’s 
independence. 

Mr. Roosrvett. In other words, it is your contention that the com- 
pany does not have the right to maintain certain standards for its 
lessee ? 

Mr. Faxiancer. According to the Richfield decision, as I can para- 
phrase it, I don’t know whether I can remember it verbatim, it said 
that the lessee, by the instrument of his creation, was an independent 
businessman and that he had all the prerogatives of management and 
various other rights of an independent businessman, and I consider 
that each of these points are the rights of management. 

Mr. Surenan. Are you interpreting this as a lawyer ? 

Mr. Faxtancer. I wouldn’t so puff myself up, but I think I have a 
right as a citizen to read the English language and interpret that 
language as language. 

Mr. SueeHan. No, but we do not have the right as Congressmen to 
put opinions of yours from a legal standpoint into the record. 

Mr. Roosrvett. I think we have the right to. You are making a 
complaint, and as I understand it, it is your opinion that this letter 
illustrates a violation of a court decision. 

Mr. Faxiancer. I believe it does. 

Mr. Roosrvert. From the people who were a part of your asso- 
ciation, is that correct? 
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Mr. Faxuancer. That’s right. 

Mr. Roosrvett. That is correct ? 

Mr. Arnoxp. That is all right. 

Mr. SHeenan. All right. 

Mr. Steen. Mr. Chairman. 

Mr. Roosrvert. Mr. Steed. 

Mr. Steep. Did the Richfield decision deal with this type of a con- 
tract between a dealer and an oil company ? 

Mr. Faxuancer. If the Richfield doesn’t give it, the Standard of 
California certainly does, both by the same judges in a year or two of 
each other. 

Mr Streep. The point I am interested in is this, it may be true that 
as an independent businessman he has these rights which he insists 
on, but when he of his own free will and accord signs away any of 
those rights to gain other advantages for himself which would be 
the assumption of why anybody enters into a contract, then what 
complaint could there be for him keeping his agreement? 

r. Faxiancer. I have a copy of his lease, and the proof of the 
pudding is the document. He did not sign any of these away. I 
did call at the office of Mr. Van Nortwick and he read me a mime- 
ographed sheet that he said that the man agreed to verbally, but they 
did not become a part of the lease. 

Mr. Roosrvetr. Will you make the lease a part of the record ? 

Mr. Faxiancer. I shall make the lease a part of the record. I 
have it here, , 

Mr. Roosevetr. All right, you may proceed. 

(The document was marked Exhibit No. 7 and is filed with the 
committee. ) 

Mr. Faxtancer. Now we are coming down to the reason why 
I wanted to get the Pawlowski station before the attention of this 
committee. 

At the time when this station was originally opened there was—— 

Mr. Streep. One question right there. I am sorry I did not ask it 
sooner. Do you know of your own knowledge, did he lose his station, 
or is he the one that is losing it day after tomorrow ? 

Mr. Faxtancer. No, he has not lost his station as yet. At the time 
I went down to see Mr. Van Nortwick he said that he couldn’t do any- 
thing for the man, and that is the way that I left it, with the idea 
that there was nothing to be done, and that he would be out after 
the 15 days, which have already expired. However, the ax did not 
fall. There was no agreement reached. They just simply are letting 
him run—there is no agreement reached either between Mr. Van Nort- 
wick and myself, or between the dealer and Mr. Van Nortwick. 

Mr. Streep. You did not know whether the operator took any steps 
to comply with the statements made in the letter you entered into 
the record from the Atlantic Refining Co. ? 

Mr. Faxianeer. He told me he was not going to make any effort 
to comply with those things other than to use his own business man- 
agement. He insisted that he was an independent businessman and 
that he had increased the gallonage of that station. There was every 
reason for them to continue him in the management of that station 
and I will elaborate on that a little further from the past history 
of the station, and they were just going to continue to manage it, be- 
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cause their own way of managing had proved not only more profit- 
able to them, but it had actually built more business for Atlantic. 

Now I have here an ad. The Pawlowski station was 1 of 8 opened 
on this October date, October 20, 1950. You see, there are the pictures 
of eight men [showing ad to committee]. Six of those eight are now 
out of business. Mr. Pawlowski was not 1 of those 8. He is the third 
man in that station since 1950. The other stations have had similar 
histories. 

Mr. Sreep. These eight stations, were they built and are they owned 
by Atlantic? 

Mr. Faxiancer. They were built and owned by the Atlantic Re- 
fining Co. as a project of 50 stations within the Buffalo territory over 
a period of 5 years. 

Mr. Steep. And were leased to these men to operate ? 

Mr. Faxiancer. Leased to these men. 

Mr. Roosrvetr. Would you care to submit that for the record ? 

: gag emesis I would be glad to. Again may I be sure to have 
it back. 

(The newspaper ad was marked “Exhibit No. 8,” and filed with 
the committee. ) 

Mr. Faxtancer. This is a picture of the station. It made national 
history. It is the corner of Gennessee Street and Bailey Avenue in 
the city of Buffalo, and that is a picture of their opening day. They 
had a regular circus on the driveway of all the 8 stations, which cost 
each operator $1,600 for the 1 day’s display. That came out of their 
capital. 

(The two pages from National Petroleum News was marked “Ex- 
hibit No. 9,” and filed with the committee.) 

Mr. Faxiancer. Bob Eddy is gone; he lasted 1 year plus a couple 
of months that he stayed in order to be able to sell his inventory to 
the incoming man. It wasa total of about 14 months. 

Mr. Arnotp. Did he say why he was going out of business? Was 
his lease canceled or did he leave voluntarily ? 

Mr. Faxtanoer. He left voluntarily because there was not enough 
business in the station. 

I have here a telephone conversation that I had with Mr. Eddy just 
a week ago, but of course it is inadmissible, and I can’t tell you the 
story of why he left because it is a telephone conversation which I 
checked up with him in trying to prepare this material to call to your 
attention. 

Mr. Roosevert. Mr. Faxlander, what we are interested in knowing 
is, what is your opinion ? ; 

Mr. Faxtancer. My opinion of the conversation would be that Mr. 
Eddy had lost considerable money in the station ; had worked 16 hours 
a day, 7 days a week; followed all the directions that the company 
gave him, and failed. re 

Mr. Roosrverr. And your complaint is that because of conditions 
imposed by the company, it was impossible for him to make money? 

Mr. Faxtancer. That is right. They compelled him to over-man 
the station, which ate up his capital. 

Mr. Sueenan. Mr. Chairman, it would seem to me the type of evi- 
dence we are getting here by Mr. Faxlander ought to be put in writing. 
He should submit it to you, and you should decide which of these 
witnesses you want to bring down to testify on a direct basis. 
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Don’t you think so, Mr. Counsel ? 

Mr. Faxuancer. I don’t know whether I can get these people to 
come all the way down here. They have no further interest in the 
business. I think we would have a problem of getting these people 
down here, when the committee cannot pay their expenses. 

Mr. Sueenan. I think that unless he has first-hand knowledge of 
the circumstances it is certainly hearsay. 

Mr. Roosevett. Mr. Faxlanger, I think I should point out to you, 
however, that this committee is only interested in listening to com- 
plaints relative to actions which are illegal, or actions or trade prac- 
tices which are considered bad practices on which possible legislation 
should be considered to remedy situations of that kind. 

As you introduce evidence, I think it would help the situation if 
you would limit it only to specific things that you want to point out 
to us which exist, not to insist just merely because a man failed it was 
because of bad practices. That indicates nothing. If he failed be- 
cause of a specific bad practice, then this committee is going to listen 
to it and is glad to know about it, but it must be related to something 
that you want to make complaint about. 

Mr. Faxuancer. It is all related; they are interrelated. We have 
to take it step by step to build up the relationship. We have to build 
this piece by piece. It is a building; you don’t throw it up in one 
statement, you have to build it brick by brick. 

Mr. Roosrveur. Yes, but each step has to show a relationship to 
the overall picture. 

Mr. Faxtancer. In this particular case I would say that the rela- 
tionship to the overall picture is the fact that here was a station that 
was so unique, and a plan of operation so unique that it received na- 
tional publicity, and here are 3 men inside of 414 years, following 
those directions, couldn’t make it go, and they were told that they had 
to follow it, and the last occupant who did not follow it is being 
thrown out of his station for the reason that he didn’t follow direc- 
tions, whereas the other 2 men previous to him who did follow direc- 
tions did only half the gallonage and could not survive. 

Now, there is a picture that I am trying to present to the com- 
mittee. 

Mr. Streep. Do you know what these unique requirements are? 

Mr. Faxiancer. The story is told completely here in an article in 
the National Petroleum News, which is an interview by Mr. John 
Barton, National Petroleum News staff writer with Mr. Howard J. 
Van Nortwick, who is the Buffalo regional director. 

Mr. Roosrvett. I would like to suggest that you submit the article 
to the committee and it will then decide whether or not it feels that 
these are justified complaints. 

Mr. Faxtancer. Another 1 of the 8 was a man by the name 
of Robert Stotz, and he called me up one night and he told me that 
he had some trouble with his company and they were trying to force 
him to reduce the price of gasoline in his station, and they had threat- 
ened him with lease cancellation. 

I have a letter here which was sent to him by Mr. W. N. Ruppel. 

Mr. Sueenan. Who is Mr. Ruppel? 

Mr. Faxtancer. Ruppel is their—well, it doesn’t say his particular 
office, but it is on the Atlantic Refining Co. stationery, with H. J. Van 
Nortwick as the person whom the stationery is made out for. It is 
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dated October 11, 1951. This was just 1 year after the opening of 
these 8 stations, and this is 1 of the 8. 

Mr. Rooseveur. Will you submit that for the record and mark it 
if you want it returned ? 

Mr. Faxtancer. May I read it? 

Mr. Roosevett. Yes, sir. 

Mr. FaxLancer (reading) : 


Dear Bos: I would like to confirm the annual dealer review that was held 
in our office yesterday with Jim Canny, Bill Bell, and myself. 

The summary of your B—-540’s for the past year indicates that you operated 
on a gross profit of 9.3 cents per gallon as against an average balanced selling job 
of 10.7 cents per gallon—— 


Now that doesn’t mean that they made that entirely on gasoline. 
That means that their total gross divided by their total gasoline gal- 
lons yields that figure. That is not the profit on gasoline alone; it is 
the profit on wash jobs, grease jobs, everything combined. [Continues 
reading :] 


per gallon on 97,142 gallons of gasoline which, in essence, means that for each 
gallon of gasoline that you sold, there was 1.4 cents of gross profit that slipped 
through your fingers. 

Rather than review all of the ramifications of the balanced selling job and 
deciding on various programs to meet ultimate objectives, we narrowed our con- 
versation to a discussion of the basic fundamental of gasoline sales. We agreed 
that 97,000 gallons is certainly insufficient volume to enable you to operate your 
business profitably. Your statement that you are working 105 hours per week, 
and taking home $25, verifies this point. You admitted that the biggest thing 
that you wanted from us in the way of assistance was a means of improving your 
gasoline volume, however, without meeting competitive prices. We told you 
this was an impossibility. While we cannot tell you at what price to sell your 
product, we can counsel and make recommendations to you based upon existing 
market conditions. There is no sense in trying to develop various types of 
ideas for the successful development of a gasoline business unless your price is 
competitive. 

One part of your logic escapes me completely. You told us that you were 
merchandising lubrications at $1 to meet a competitive condition in your mar- 
ket, and yet you would not meet the competitive gasoline condition. Your state- 
ment that a well-rounded service-station business is based on lubrications is 
sound reasoning; but believe me, before you can successfully merchandise lubri- 
cations, you must have traffic, and that means that you must sell gasoline. 

If this business can only give you $25 a week for the hours that you are work- 
ing, then, Bob, frankly you would do better in some other form of endeavor. 
We feel that we have certainly not done the job of training that you are 
ee to. Possibly this is the basis of your feeling that our counsel is not 
wise. 

In any event, you and Jim Canny will meet on Monday and, at that time, you 
will give him your decision relative to the development of the gasoline business. 
Dependent upon that answer, we can build the stairway to a bright future with 
a good return to you. 

Cordially yours, 


W. N. Ruppet. 
My purpose in calling that letter to your attention is that there again 

we have the pattern of telling a man how to run his business. We have 

certain facts there of what this business is yielding to people, which 


accounts for some later statistics which will be introduced as to the 
number of gasoline dealers who failed, which you referred to in your 
opening remarks today. 

Mr. Sreep. Are you saying now that any company that operates 
over a wide territory and deals with many dealers would nétibe ina 
position to give counsel and advice to one of its dealers as to how to 
conduct his business? 
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Mr. Faxuancer. I believe a dealer on the spot in a particular neigh- 
borhood can best judge that for himself. What might work in Phila- 
delphia doesn’t necessarily work at Bailey Avenue and Alma Street 
in Buffalo. 

Mr. Steep. If I heard the letter correctly, it was written in the vein 
= it was being given as advice and counsel to a man, and not an 
order 

Mr. Faxuancer. I think that the last paragraph is more a threat 
than advice. 

In any event you and Jim Canny will meet on Monday and, at that time, you will 
give him your decision relative to the development of the gasoline business— 
and the fact of the matter is he was thrown out. 

Mr. Sueenan. That is your interpretation of the letter. 

Mr. Faxiancer. Well, he left the business shortly thereafter. 

Mr. Roosevetr. Now, wait a minute. Why do you think he was 
thrown out? You said that he left the business. There is quite a dif- 
ference between the two. 

a Faxiancer. They had a new operator in there shortly there- 
alter. 

Mr. Roosevett. I know, but did the company throw him out? Did 
they cancel his lease? 

Mr. Faxiancer. His lease was up for renewal, and they just simply 
didn’t renew. 

Mr. Roosrvetr. They did not renew, or did he refuse to renew? 

Mr. Faxtancer. Well, I don’t know, that is 4 years 

Mr. Roosevett. I think it is very important to this committee be- 
cause there is a very fundamental difference. A company cannot be 
criticized if a man refuses to renew his lease. 

Mr. Faxuancer. I think the very tone of that letter is subject to 
criticism in dealing with a man who is supposed to be an independent 
operator. 

Mr. Roosrvett. The committee doesn’t have to necessarily agree 
with your views. 

Mr. Sueenan. Mr. Chairman, it is my observation that if the man 
was working 105 hours per week and making $25, the company was 
giving him sound advice. He should get out of business. 

Mr. Roosevett. I believe the whole committee is inclined to agree 
with you. 

Mr! Faxtancer. I might point out that in regard to that, if this one 
particular man may have been deficient, the article that I pointed to 
from the National Petroleum News points out how these men were 
selected. They were supposed to be the cream of the crop. They had 
taken men from other gas stations. They had advertised for the best. 
They looked over the field and picked these 8, and out of the 8 there is 
only 2 have survived this far, and most of them were out at the end 
of 1 year. 

Mr. Arnotp. Mr. Chairman. 

Mr. Roosevett. Mr. Arnold. 

Mr. Arnotp. Is it your point that if the operators followed the 
advice of the company—whether it was good or bad is immaterial—but 
if they followed it they could not make a living; and at the same time 
if they did not follow the advice, they were on the other horn of the 
dilemma, that in that event they also could not make a living, it was an 
impossible situation ¢ 
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Mr. Faxuanoer. There might be something to both points, but I 
also have observed this by myself in other dealers, not only with 
the Atlantic Co. but with other companies, and that is that the men 
who do paddle their own canoes, make their own decisions and tell 
the salesman to mind his own business, are the men who have succeed- 
ed, and those who follow all these gimmick plans are the ones who 
throw away their capital in the course of a year or two and they go 
out of business. 

Mr. Roosevetr. Mr. Faxlanger, again that is the privilege, it seems 
to me, of an independent operator, to either accept advice or reject 
advice, and certainly I do not think that this committee would like to 
hold that we can criticize or insist that any kind of advice should 
either be accepted or not accepted. That isnot our job. We have had 
testimony before this committee today where individuals were success- 
ful in the operation of their stations and lost their franchises for other 
reasons, and not because they were not being successful. I for one 
would be very hesitant to accept as any kind of conclusive evidence 
that any companies were either breaking the law or following wrong 
practices, trade practices, if a man was unable to make a commercial 
success of the operation. 

That could be due to any number of things. Either the location 
could be bad, or he in his own operation could be bad, and up to this 
point the testimony I think has tended to show rather that the individ- 
ual is a poor businessman rather than any direct criticism of specific 
practices by the companies, in this case the Atlantic Refining Co. 

Mr. Faxuaneoer. I don’t believe that the testimony that Mr. Paw- 
lowski and his partner increased their gallonage from 9,000 to 18,000 
a month and did as high as 21,000 would indicate that they were poor 
businessmen. 

Mr. Roosrveit. We will be glad to consider their testimony. Of 
course, that is not yet before us. 

(The letter referred to was marked “Exhibit 10” and filed with the 
committee. ) 

Mr. SueeHan. May | ask the witness some questions? 

Mr. Rooseveit. Yes, Mr. Sheehan. 

Mr. Sueewan. Mr. Faxlanger, I would like to get back to your 
original statement on a point touched upon by Mr. Roosevelt. You are 
testifying here under oath, so I just want to warn you that my ques- 
tions are along the basis of your testimony here. 

You say in your opening statement, 

Thus far today we have been documenting cases of individual dealers mostly 
on company domination by lease agreements which I would term “looking at 
pimples.” 

The testimony we have had here today has all been under executive 
session,‘ and no one is supposed to know what testimony was given. 
How did you know what testimony was given here today ? 

Mr. Faxtancer. I met with these men before they came in this 
room. We were all over together at the hotel. 

Mr. Sueenan. In other words, all of the testimony we are hearing 


today Wal gone over by people in your group before our committee 
got it? 


1The testimony taken during the executive session to which Mr. Sheehan refers was 
later made public and is included in this record. 
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Mr. Faxtancer. Obviously, when we are talking together in a hall- 
way or in a hotel, there is bound to be conversation of what we are 
going to talk about. 

Mr. SureHan. How did you know they talked about that? You 
did not hear the testimony here today. Did you read their statements? 

Mr. Faxtancer. Well, when a man said he was going to make such 
and such a point, I assumed that he has done it. 

Mr. Sueenan. You had no right in assuming that. You did not 
hear it. You did not know whether he did. 

Mr. Faxuiancer. Let us reverse our positions. Suppose you had 
been over in the Statler Hotel all day and all these men coming in 
from all over the country that you knew, or that you knew of them. 
For instance Mr. Stubbs, the entire case was written up in the Gasoline 
Retailers, the superservice magazine. We sent $50 as a donation to 
help them fight the case. We certainly knew what we were sending 
$50 for him to fight. We weren’t throwing $50 into the kitty in order 
for him to fight the case if we didn’t know what it was about. 

«Mr. Sueenan. What I am trying to get at, Mr. Chairman, is that 
as a member of this committee I did not know until I got here today 
what the testimony was going to be, and apparently these people on 
the outside have all put their heads together and they knew exactly 
the testimony that was going to be given. 

Is that right g 

Mr. Faxtancer. Well, I believe that this let’s say pressure for an 
investigation or this request for an investigation stems from a certain 
amount of organized action of a lot of dealers. It just doesn’t happen 
out of a clear sky. We have been requesting an investigation, and it 
came along. 

Mr. Roosevetr. I think in fairness to the witness, Mr. Sheehan, it 
should be pointed out that much of the testimony which is presented 
comes as the result of the trade association and conditions He they 
have uncovered, some of which has been published, some of which has 
already been presented to other committees in prior instances, some 
of which is actually before the courts in litigation, so that much of it 
is common knowledge, shall we put it that way, and that the pressure 
to hear these cases was to try to establish that these cases were not 
either isolated cases, but they were a true cross section of existing 
conditions. 

Mr. Steep. Mr. Chairman, may I ask a question ? 

Mr. Roosrvetr. Mr. Sheehan has the floor. Will you yield, Mr. 
Sheehan ? 

Mr. Sueenan. I will yield right after this question. The next ques- 
tion is simply this: Have the trade associations been in to our com- 
mate to tell us what these cases are? Have they had any part in this 
thing ¢ 

Mr. Roosrverr, Some of the trade associations have submitted to 
the committee certain complaints backed up by certain witnesses whom 
they have requested should appear before the committee known to the 
individual associations, 

Mr. Sueenan. I do not want to lose my question, but I would like 
to yield to Mr. Steed at this time. 

Mr. Srexp. I just wanted to ask this question: Are you trying to 
say that your knowledge and familiarity with these witness and this 
testimony is by virtue of your trade association relationship to them 
in the form of services or advice or help that you have given them ? 

65262—55—pt. 16 
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Mr. Faxtancer. The individual persons are not personally known 
me, except that I met Roger Stubbs at San Francisco and we offered 
to help him fight the case. But certainly I don’t think that we are 
out of order or in any way wrong in having a trade association that 
will take the initiative to alert people to send in statements to them 
when they hear that a hearing is coming along. 

Mr. SuHeenan. There is no objection to that. 

Mr. Roosevexr. I do not believe the committee or Mr. Sheehan has 
any objection to that. 

Mr. Faxtancer. That is what a trade association is for. 

Mr. Roosevett. I think we just wanted to clear up that point. It 
would have perhaps been better if in making the statement you had 
not stated that such and such took place before this committee. That 
was what Mr. Sheehan wanted to point out to you. 

Mr. Sueenan. That is exactly right. 

Mr. Rooseverr. You might have said you believed this is what had 
been told this committee today, but you have no knowledge, actually, 
of what took place before this committee. Isn’t that correct? © 

Mr. Faxtancer. That would be substantially correct, although I 
am not here to deny that I have conversed with these people, not be- 
fore they arrived but after we arrived at the Statler. 

Mr. Roosrevett. We have no complaint about that at all except that 
we would like to make the record very clear that you have no actual 
firsthand knowledge of what testimony was presented to this 
committee. 

Mr. Faxtancer. Let me express it this way: I am not responsible 
for bringing any of those witnesses here directly or indirectly. 

Mr. Sueenan. But you say right in your statement, “Thus far to- 
day, we have been documenting cases.” Now, you have not, have you? 

Mr. Faxuancer. I assumed that we were talking about the National 
Congress of Petroleum Retailers, which is the organization that I be- 
lieve is responsible for all these witnesses being here. 

= Roosrvett. That isn’t quite true; not all of them, some of 
them 

Mr. Faxiancer. Quite a number of them. 

Mr. Rooseverr. And it was important that you not take credit for 
all of them. 

Mr. Faxtancer. All right. I am perfectly willing to strike out—— 

Mr. Sueenan,. All I am trying to do is get the record straight for 
your own protection. 

\ Mr. Faxtancer. All right. Strike out the “we” and say that they 
ave. 

Mr. Roosrvett. I think the record is straight, and I am going to let 
Mr. Arnold ask you a question. 

Mr. Faxtancer. Might I point out that this is a statement of mine 
that was prepared last night, and I didn’t know that we were going 
to have an executive session today. 

Mr. Surenan. Neither did we. That is why we are surprised. 

Mr. Roosevett. That is why it is important. 

Mr. Sueenan. I have one more question. I think for his own pro+ 
tection we should get the record straight. 

Some time ago when you asked him a question about Mr. Manches- 
ter, and you asked him about the statement, he said he prepared that 
aa | Now, I do not think he means that. He ought to get that 
straight. 
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Mr. Faxtancer. As a matter of fact, I will be perfectly frank with 
you, Mr. Manchester came to me and he dictated the statement to me 
and it is my own handwriting on the original statement, but he dic- 
tated it to me and then signed it. 

Mr. Sueenan. Are you a stenographer? 

Mr. Faxtancer. No; I am not a stenographer. I can hunt and pick 
on the typewriter. 

Mr. Sueenan. I just wanted to get it straight. 

Mr. Faxiancer. This was his own words, though. I don’t see what 
the pertinence of that is to the case at all. 

Mr. SHEEHAN. Well, because we had a witness here who stated that 
this was his own testimony. 

Mr. Faxtaneoer. It is his own testimony. 

Mr. Sueenan. You see, ordinarily 

Mr. Faxiancer. I acted in a mechanical capacity to record it. 

Mr. Sueenan. That is all we wanted to find out. Now, we are trying 
to put the record straight. When you said you prepared it, I knew that 
it wasn’t so, and I wanted to make sure the record was straight. 

Mr. Roosevertr. You see, Mr. Faxlanger, all of this testimony is 
going to be made public. It is important to this committee that we 
not be subject to criticism that we have listened to witnesses who, 
through another witness, tells us that he is the one who prepared all 
of the testimony that the other individual witnesses simply walked 
up here and said that somebody else had written for them, or had 
expressed for them, and it is important to us to make very clear in 
the record your own statement that you did as you just said a min- 
ute ago, acted as an assistant or as a piece of mechanism to help them 
put their thoughts—not your thoughts but their thoughts—into proper 
shape for presentation to this committee. 

Mr. Faxuanecer. Might I just state that I am not familiar with 
courtroom practice. 

Mr. Roosrvett. This is not a courtroom. This is a committee of the 
Congress listening to testimony from individuals, but it must be their 
testimony. 

Mr. Faxuancer. Yes, but those are points that were too technical 
for me to grasp before my appearance here. 

Mr. Sueenan. Did you assist any of the previous six witnesses in 
their statements ? 

Mr. Faxiancer. No. Mr. Manchester comes from Cheektowaga, 
which is part of the Buffalo area, and I am the executive secretary of 
the Buffalo association. 

Mr. Roosevetr. Mr. Arnold, did you have a question ? 

Mr. Arnotp. Yes, Mr. Chairman. I think the record should show, 
although it has been brought out pretty much by now, that many of 
these witnesses were asked to come to Washington by the committee 
through making a request to the State, and in some cases, the National 
retail organization, and upon their arrival in Washington, D. C., I 
requested that I be able to interview them so as to have some idea of 
what their testimony would be, so if possible we could cut it down, cut 
out some of the extraneous and hearsay matters. 

Pursuant to that desire on my part to help the committee, I of 
course did interview most of these witnesses last night at the Hotel 
Statler, and at that time I requested—as a matter of fact I had made a 
previous request—that some limit might be a good idea, to get ‘vritten 
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statements so they would keep in line, and during the period these 
written statements were made of course many of the witnesses 
were present in the same room so they knew the type of testimony the 
other person was going to give and actually thought that probably was 
a good idea. I think that accounts for some of the difficulty on Mr. 
Faxlanger’s part today. 

Also I would like to point out for the record it was my understand- 
ing yesterday that these would be open and public hearings, and I 
conveyed that understanding to the prospective witnesses, and of 
course in preparing their statements I am afraid the prospective wit- 
nesses were going upon the assumption that this would he a public 
hearing and that they could in a sense say that the previous testimony 
which we have been trying to document, et cetera, would be permis- 
sible. So I do not think it is completely the witness’ fault. I think 
the witness has acted in very good faith. 

Mr. Sreep. Mr. Chairman, I think also that we ought to point out 
here that the procedure we are following is not of itself typical of the 
ordinary hearing before a congressional committee, but by the nature 
of this complaint, the situation that we are going into, and since it does. 
and can involve matters of great concern to many companies, that 
we are trying very carefully to keep it as near on the first-hand record 
as it is possible to do. Matters in this type of controversy need to be 
done that way as a matter of fairness and protection to all the parties 
involved, so that has complicated our problem to an extent not ordi- 
narily encountered by a congressional committee obtaining informa- 
tion on the routine matters of Congress which are not in themselves 
controversial. 

Mr. Roosrveir. Thank you, Mr. Steed. I think we will let the wit- 
ness proceed, if he cares to. 

Mr. Faxuanaer. I believe the last that we had was the statement that 
T made about Mr. Stots. Again I have his own statement here, which 
1 will try to find him and have him doetment it and make an affidavit 
of it, and hope that we can get it before the committee, the facts that 
are contained therein. 

Mr. Rooseveitr. We will be glad to receive it. 

Mr. Faxtancer. Now, this brings us to—— 

Mr. Roosevert. Mr. Faxlanger, I was going to suggest to you that 
it now being a little bit after 10 o’clock, if it is agreeable to you, per- 
haps you could marshal the rest of your information as carefully as: 
possible and that we might put you on as the first witness tomorrow, 
if it is possible for you to stay over. Is it possible for you to do that ! 

Mr. Faxtaneer. Yes, it is. Asa matter of fact, I have arranged to 
stay over through Wednesday. 

Mr. Roosevetr. I think if you could get this information as closely 
coordinated and as brief as possible, because this committee has to hear 
so many witnesses, and perhaps just cover the highlights in your verbal 
testimony and submit the documents for the committee to be included 
in the record, it would help us to try to get through with all of the 
other witnesses that we have to hear. 

Mr. Faxtancer. Might I state for the information of the chairman 
and rhembers of the committee that from here on I am going to get 
away from the personalities. That ended what you might call the 
papentaleen of the individual cases, and that is where we seemed to 

ave our trouble. Now, the next thing that I was going to offer was 





DISTRIBUTION PROBLEMS 79 


a composition of, or a record of the number of stations that have 
changed hands within a given community and document that with the 
actual names of the owners of those stations. 

I have here in this box the 25 postal zones in the city of Buffalo. 

Mr. Roosrvett. I think the committee would be interested in your 
opinion of what are the reasons for that large turnover that you are 
going to tell us about tomorrow. 

Mr. Faxtancer. I have pointed out there are 25 postal zones, and I 
am going to take the 1 zone, No. 21, which I had the documentary need 
to make an analysis of here about 3 weeks ago, and I can continue that 
through the other 25 postal zones, or as far as you want me to. I have 
that information. 

Mr. Roosevetr. I think if you would select just 1 of them, 1 
that you think is most typical. 

Mr. Faxtancer. It tells the number since 1950, the number of opera- 
tors, each station on that card index which includes all of the stations 
in the specific area, the number of operators each station has had in a 
specified time. 

Mr. Roosevetr. I think that would be very pertinent information 
for the committee to have, and I will ask you one other question, Mr. 
Faxlanger : 

Are there any other companies besides Atlantic that are referred to, 
let’s say, if you pick zone 25, as an example ? 

Mr. Faxtancer. I don’t think we will run into any more quarrels as 
to whether or not a piece of evidence is admissible. They will be of a 
general nature. 

Mr. Roosevetr. Of a general nature rather than referring to specific 
companies ¢ 

Mr. Faxtancer. That is correct. 

Mr. Roosevettr. Thank you. 

Mr. Faxuancer. I do have here a few illustrations of circulars put 
out by different companies that we might come into, but if there is any 
objection I will throw them out, that’s all. 

Mr. Rooseverr. It will be perfectly all right to submit them as 
evidence. 

Mr. Faxtancer. That is the only way in which specific companies 
will be mentioned except that I have here what I am going to get to a 
little later. I don’t want to take it out of sequence because it is a con- 
tinuous story. Here is an ad of a certain oil company for station 
operators in which bizarre and unfounded statements are made as to 
the opportunity in the industry, and things like that. I don’t know 
whether you want me to leave that out, or if I should name the 
company. 

Mr. Roosevetr. No, I would be glad to have you present it tomorrow. 

I would like to ask you if you could give us an estimate of about 
how long you think it will take you to present that story, if we do 
not interrupt you. 

Mr. Faxutanerr. After the experience of tonight, I think the last 
statement would be the determining factor in presenting this. I think 
another hour would be a good outside figure, unless there is, let us 
say, an extreme amount of questions that you, yourselves, might want 
to ask. My own presentation will take less than an hour, and any- 
thing that you add to that is your own responsibility. 
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Mr. Roosrvetr. I am going to make this suggestion now. There 
is a probability that we will not have too long a session tomorrow on 
the House floor, and if it is agreeable to you, we will adjourn until 
2:30 tomorrow, and we will begin at 2:30 with the understanding 
that we will give to you the first hour. If you are not through at the 
end of the first hour, we will have to ask you to present the rest of 
your testimony in written form. 

Mr. Faxtancer. Could I make a suggestion regarding the Paw- 
lowski and the Amoco station? If I were to send a telegram and 
receive a telegram in reply authorizing the use and affirming that they 
had given me the paper, would that be sufficient ? 

Mr. Roosrvett. No, sir, I do not think it would because it has to 
be under oath. 

Mr. Faxtancer. I see. 

Mr. Roosevett. I would also like to make one last request of you, 
and that is, that you confer with committee counsel, Mr. Arnold, and 
try to eliminate as much extraneous matter that he does not feel is 
of importance to the committee so as to keep it within the time limit 
tomorrow. 

(The newspaper clippings previously referred to were marked 
“Exhibit No. 11,” and filed with the committee. ) 

Mr. Roosevett. The committee will adjourn until 2:30 tomorrow 
afternoon. 

(Whereupon, at 10:05 p. m., an adjournment was taken, to recon- 
vene at 2: 30 p. m., Tuesday, March 29, 1955.) 
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TUESDAY, MARCH 29, 1955 


House or RepresENTATIVES, 
SuscomMMiTree No. 5 or THE SELECT COMMITTEE 
To Conpuctr a Stupy AND INVESTIGATION OF 
THE PRoBLEMS OF SMALL Bustness, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 3 p. m., in room 445—A, 
House Office Building, Washington, D. C., Hon. James Roosevelt 
(chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt (chairman of the subcommit- 
= Steed, Sheehan, and Evins. 

lso present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosevett. The committee will be in order, please. 

The first witness for the afternoon session is Mr. Snow. 

Mr. Snow is here, will he please come forward ? 

Mr. Snow, would you raise your right hand ? 

Do you swear that the testimony you are about to give before this 
committee is the truth, the whole truth and nothing but the truth, 
so help you God ? 

Mr. Snow. I do. 

Mr. Roosrvert. Would you give the reporter your full name and 
address, please? 

Mr. Snow. William D. Snow, 970 Spitzer Building, Toledo, Ohio. 


TESTIMONY OF WILLIAM D. SNOW, GENERAL COUNSEL, NATIONAL 
CONGRESS OF PETROLEUM RETAILERS, INC. 


Mr. Snow. Mr. Chairman and members of the committee, as counsel 
for National Congress of Petroleum Retailers, which is the national 
association of the retailers and operators, at a recent convention I 
asked men who were there to send me copies of their service station 
leases and these were received by me through the mail from them. 

They sent me photostats. The leases in all instances are executed 
and in some instances show they have been recorded. In most in- 
stances there is a notarial act. I wish to submit these leases in evi- 
dence, not as evidencing the relationship between the company and the 
particular retailer whose name is affixed to it or as covering the rela- 
tionship on the particular station, but rather as bearing upon the 
general nature of this relationship. 
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These are all printed forms. They are in general use by these com- 
panies with all retailers. These are particular leases which have 
been executed on that printed form. 

The leases which I have which were validated and were in force, 
if they have now expired, have been in force as evidenced by execu- 
tion and by the notarial acts and by the recordings, are between lessor 
dealers and Standard Oil of Indiana, Standard of Kentucky, Shell 
Oil, Gulf Refining, Pure Oil, Atlantic Refining Co., and Amoco. 

Those first six are major integrated companies and the seventh, 
Amoco, is a subsidiary of Standard of Indiana. 

I would like to offer these in evidence. 

Mr. Roosevetr. The committee will receive these in evidence and 
they will be properly marked. 

(The photostatic copies of the leases are as follows :) 
















LEASE 


THs LEASE made this 26th day of August, 1952, between Standard Oil Com- 
pany, an Indiana corporation, with its principal office at 910 South Michigan 
Avenue, Chicago, Illinois, hereinafter called the Lessor, and Dave Culver, whose 
address is 800 N. Fulton Ave., Evansville, Ind., hereinafter called Lessee : 

WITNESSETH: That 

The Lessor hereby demises and leases to the Lessee the premises situated in the 
City of Evansville, County of Vanderburgh, and State of Indiana, more particu- 
larly bounded and described as follows, to wit: Serial B-154, together with the 
buildings, fixtures, equipment, machinery and appliances located thereon, if any, 
including among others the following: 

























To HAVE AND To Horp unto the Lessee for a term commencing on the 20th day 
of September 1952, and ending on the 19th day of September 1953 and for 1 sub- 
sequent successive terms of one (1) year each; provided, however, that the Lessor 
or the Lessee may cancel this lease on the 19th day of September, 1953, (one (1) 
year after date of commencement of term of lease) or on any anniversary of 
said date by giving to the other party written notice of such cancellation at least 
ten (10) days prior to the effective date of any such cancellation. 

The Lessee agrees to pay to the Lessor as rent for the above described premises, 
equipment and appliances (if any be included), a cash monthly rental, as set 
forth in Paragraph “A” below, plus a rental based upon gasoline gallonage, as set 
forth in Paragraph “B” below, and in any event Lessee agrees to pay monthly a 
sum equal to the minimum cash amounts set forth in Paragraph “C” below; 

“A.” For each month during the term of this lease or any renewal or extension 
hereof a cash rental as follows: 
















For January $----......| For May Te _... | For September $_.__..__.. 
For February $-.-.......| For June Ficccccnne | FOS Octooer §$......... 
For March eh iiieieico: .. | For November $_...---... 






For April Cisicai For August $_.. For December $ 


“B.” In addition to the cash monthly rental (A), the Lessee also agrees to pay 
to the Lessor as rent for the above described premises, equipment and appliances, 
a sum equal to One & Two-tenths cent (1.2¢) per gallon on all gasoline (not in- 
cluding naphthas, stove and lighting gasolines and like products not customarily 
used in motor vehicles) delivered to said service station for resale. 

“C.” In the event the total amount of rent paid by Lessee under Paragraph “A” 
and Paragraph “B” above, or under Paragraph “B” singly if Paragraph “A” 
shall be inoperative in this lease, shall be less for any month of the term than the 
minimum amount hereinafter set forth in this Paragraph for such month, then, 
for such month Lessee shall pay as additional cash rent any deficiency 
necessary to bring the total rent for said month up to said stip 
ulated minimum amount for said month. The total rent due to be paid in 
any month shall never be less than the minimum herein stipulated for such month. 
In any month that the total amount under Paragraph “A” and Paragraph “B” 
(oi under Paragraph “B” singly if Paragraph “A” be ino»erative in this lease) 
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shall equal or exceed the minimum rent for said month, as set forth herein, this 
Paragraph “C” shall be inoperative. 

For each month during the term of this lease or any renewal or extension here- 
of the minimum rental referred to in this Paragraph “C” is as follows: 


For January $200.00 For May $200. 00 For September $200. 00 
For February 200,00 For June 200, 00 For October 200. 00 
For March 200, 00 For July 200, 00 For November 200. 00 
For April 200. 00 For August 200. 00 For December 200.00 


All rent herein provided for shall be due and payable at the Division Office of 
Lessor at Evansville, Indiana, on the 1st and 15th of each month. The rental pro- 
vided for in Paragraph “A” shall be for one-half month in advance, and the 
rental provided for in Paragraph “B” shall be due at the termination of each one- 
half month, and each such payment shall be accompanied by Lessee’s affidavit 
showing the date and amount of each delivery for resale of gasoline made to such 
service station for the preceding one-half month; Provided, however, that if gaso- 
line delivered for resale to such service station be supplied by Lessor, then the 
rental provided for in Paragraph “B” shall be due as and when deliveries for sale 
are made to such service station and paid by Lessee to individual making such 
delivery. Provided further, that if in any month there shall be a deficiency due 
to bring the rental up to the specified minimum as provided in Paragraph “C” 
0 oo deficiency shall be due and payable on the last day of the month so 
nvolved. 

The Lessee hereby covenants and agrees as follows: 

1. That Lessee has examined and knows the condition of said premises and 
the buildings, equipment, machinery and appliances situated thereon, acknowl- 
edges that he has received the same in good order and repair (except as other- 
wise specified), and that no representations as to the condition or repair there- 
of have been made by the Lessor or anyone representing Lessor. 

2. That Lessee will pay all water, light and other operating expenses and 
will keep said premises, buildings, equipment, machinery and appliances, to- 
gether with the adjoining sidewalks and entrance driveways in good order and 
repair; that he will keep said premises and appurtenances, including adjoining 
areas, alleys and sidewalks in clean, safe and healthful condition, and will 
comply with all Federal, State and municipal laws, rules, regulations and or- 
dinances with regard to the use and condition of the demised premises; that 
Lessee will pay any and all fees, licenses, occupation or privilege taxes upon 
or with respect to the maintenance and use of said premises and equipment 
or upon or with respect to any business, occupation or privilege conducted or 
exercised upon or in connection with said premises as well as any and all taxes 
upon property owned by the Lessee thereon; and that at the expiration of this 
lease, Or upon sooner cancellation or termination thereof, Lessee will sur- 
render the premises and equipment included in this lease to the Lessor in sub- 
stantially as good condition as when received, ordinary wear and tear, damage 
by the elements or by fire not caused or contributed to by Lessee’s negligence, 
excepted. 

3. Lessor, its agents and employees shall not be liable for any loss, damage, 
injuries, or other casualty of whatsoever kind or by whomsoever caused, to 
to the person or property of anyone (including the Lessee) on or off the prem- 
ises, arising out of or resulting from the Lessee’s use, possession or operation 
thereof, or from the installation, existence, use, maintenance, condition, re- 
pair, alteration, or removal of any equipment thereon, whether due in whole 
or in part to negligent acts or omissions of the Lessor, its agents or employees; 
and the Lessee for himself, his heirs, executors, administrators, successors 
and assigns, hereby agrees to indemnity and hold Lessor, its agents and em- 
ployees, harmless from and against all claims for such loss, damage, injury 
or other casualty. 

4. That Lessee will not carry on or permit upon the demised premises any 
offensive, noisy or dangerous trade, business, manufacture or occupation, or 
any nuisance, nor use the same nor allow the same to be used for any illegal 
or immoral purposes; it being contemplated that all times during the period 
of this lease said premises shall be devoted mainly to the operation thereon 
of a gasoline service station and the handling, storage and dispensing thereon 
and therefrom of motor fuels, motor oils and greases and other petroleum prod- 
ucts, and such other products as are customarily handled, sold and distributed 
at a gasoline filling station. That Lessee will not erect, maintain nor permit 
any sign, insignia, or other advertising device upon or near the premises herein 
described which would in any wise indicate that Lessor is the owner or op- 
erator of the business conducted upon the premises herein described. 
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5. That Lessee will not commit nor suffer waste to be committed upon the 
said premises, and will not erect on said premises any buildings or structures, 
nor make any permanent alterations in or additions to the buildings, struc- 
tures and equipment now situated thereon, without first obtaining the writ- 
ten consent of the Lessor; except that, if any equipmen included in this lease 
and-used for dispensing petroleum products be used for the purpose of dispens- 
ing products supplied by someone other than Lessor, then Lessee may and here- 
by agrees before such use to remove from such equipment all globes, decal- 
comanias, or other things identifying the products and/or name of the Lessor. 

6. That Lessee will not assign, mortgage or encumber this lease, or sublet the 
said premises, buildings, equipment, machinery and appliances or any part 
thereof, nor shall Lessee suffer any lien or encumbrance to be placed upon the 
leasehold interest hereby created or any part thereof, without the written con- 
sent of the Lessor first had and obtained. 

It is further mutually covenanted and agreed as follows: 

7. That none of the provisions of this lease shall be construed as reserving 
to the Lessor any right to exercise any control over the business or opera- 
tions of the Lessee conducted upon the leased premises or to direct in any re- 
spects the manner in which any such business and operations shall be conducted, 
it being, understood and agreed that so long as the Lessee shall use said prem- 
ises in a lawful manner as herein provided, the entire control and direction of 
such activities shall be and remain with the Lessee. 

It is further understood and agreed that Lessee shall have no authority 
to employ any persons as agents or employees for or on behalf of the Lessor 
for any purpose, and that neither the Lessee nor any other persons perfornm- 
ing any duties or engaging in any work at the request of the Lessee upon the 
leased premises shall be deemed to be employees or agents of the Lessor. 

8. That the Lessee may, upon the expiration of this lease or upon its sooner 
termination or cancellation, remove any and all equipment, tools, fixtures, con- 
tainers or machinery belonging to the Lessee and placed or installed by the 
Lessee upon the leased premises. 

9. That the Lessor may enter upon said premises at all reasonable times 
to examine the condition thereof, and to make such changes or repairs to any 
of the structures on the leased premises as the Lessor may see fit ,provided 
that such right shall not be exercised in such manner as to interfere unreason- 
ably with any business of the Lessee conducted thereon. 

10. That if the Lessee shall fail to pay the rent in the amounts and at the times 
and in the manner herein provided and/or shall fail to keep and perform or shall 
violate any of the covenants, conditions and stipulations of this lease on the part 
of the Lessee to be kept and performed, or if the Lessee shall abandon, desert or 
vacate the demised premises, or close the service station located thereon for a 
continuous period of more than forty-eight hours without the consent of the 
Lessor first had and obtained, or if Lessee shall be adjudicated a bankrupt or 
make an assignment for the benefit of creditors, or if the interest of the Lessee 
under this lease, shall be levied upon and/or sold upon execution, or shall by op- 
eration of law become vested in another person, firm or corporation, or if a Re- 
ceiver shall be appointed for the Lessee or the interest of the Lessee under this 
lease, or, if Lessee is an individual, in the event of his death during the term of 
this lease or any extension or renewal thereof, then and in any such event, the 
Lessor at any time thereafter shall have the right, at the Lessor’s election, either 
with or without process of law, to enter upon the premises herein demised and 
take possession of the same, together with all buildings, machinery, equipment and 
appliances situated thereon, using such force as may be necessary to obtain 
the actual possession thereof, and such entry shall not be regarded as a trespass, 
nor be sued for as such, nor be regarded as in any wise unlawful, and upon such 
entry this lease shall terminate and become void and of no effect and shall be 
forfeited, and the Lessor, in addition thereto, may use for and recover all dam- 
ages accrued or accuring under this lease or arising out of any violation thereof ; 
or Lessor may so sue and recover without declaring this lease void or entering 
into possession of the said premises; or Lessor may pursue any other remedies, 
for the violation of this lease or any of its covenants by the Lessee. The above 
enumerated remedies are concurrent and are at the option and discretion of the 
Lessor, and the pursuit of any one shall not amount to an election and bar the 
pursuit of any other additional remedies not enumerated above. 

11. That the waiver of any breach of any covenant, condition or stipulation 
contained herein shall not be taken to be a waiver of any subsequent breach of 

the same or any other covenant, condition or stipulation, nor shall any failure of 
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the Lessor to enforce rights or seek remedies upon any defulat of the Lessee with 
respect to the obligations of the Lessee hereunder, or any of them, prejudice or 
affect the rights or remedies of the Lessor in the event of any subsequent default 
of the Lessee. 

12. Lessor is a tenant and not the owner of the above described premises and 
does not warrant that it has the right to possession thereof. If Lessor’s tenancy 
shall terminate at any time, for any reason whatsoever, then and in such event, 
this lease shall terminate at the same time and both parties shall be relieved of all 
obligations hereunder, except the obligation of the Lessee to pay rent and other 
charges theretofore accrued. 

(Paragraph 12 is inoperative if the demised premises are owned by Standard 
Oil Company.) 

13. That no obligation, agreement or understanding on the part of either party 
to be performed shall be implied from any of the terms and provisions of this 
lease, all obligations, agreements and understandings being expressly set forth 
herein. 

14. Any notice provided for herein shall be considered as properly given as of 
the date of mailing if sent by registered mail duly addressed to either of the 
parties at their address as shown in Paragraph 1 of this lease. 

15. This lease shall not be binding upon the Lessor, nor shall any delivery of 
possession to or acceptance of rent from the Lessee bind the Lessor upon this 
lease or otherwise, unless and until this lease shall have been signed on behalf 
of Lessor by its Manager. 

In Witness Whereof, the parties hereto have caused these presents to be 
executed the day and year first above written. 

Signed in presence of: 
H. BE. Gates. 

Cheeked as to terms by : 
Cc. L. 8. 


STANDARD Or COMPANY, 
pt PEA IEEE tetas LEERY , Manager. 
(Lessor) 
DAVE CULVER. 
(Lessee) 


SCHEDULE “C”’ 
RIDER 


COMPLETE INVENTORY OF PHYSICAL EQUIPMENT 
AT 8S. 8. NO. 5031—-EVANSVILLE, IND. 


8S. 8S. Brick and Concrete 20 x 22, with concrete foundation, with basement, 
without canopy greasing station brick and concrete 26 x 26. 

6—No. 80 M. and 8S. computing pumps (No. 9-7657-83-8501-9343—47-48 ) 

2—40-barrel underground tanks 

1—20-barrel underground tank 

1—10-barrel underground tank 

5—1-barrel Opaco lubricating outfits (No. 9-5243-44-45-4647) 

1—25-pound Bennett grease pump (No. 9-3402) 

2—1-barrel Bennett lubricating outfits (No. 9-5248—49) 

1—1-barrel Opaco kerosene outfit (No. 9-5254) 

2—Steel lockers 

1—York chest 

1—Olive green metal desk top 

1—S. 8. disposal case 

i—Weil McClain boiler 

1—30-gallion hot water tank 

1—G. and B. air compressor (No. 9-5255) 

1—G. E. 3-horse power motor 

i—Imperial water pump, sump 

1—American hot water heater 

1—Ceiling reel, electric cord 

1—H-1 car washer 

2—Goodrich island light reflectors 

4—Cast iron island bumpers 
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2—Goodrich island light poles 
8—Revere floodlight poles 

4—No. 90 Goodrich floodlight reflectors 
2—Combination A. and L. standards 
3—No. 3018 Revere island light reflectors 
6—No. 3291 Revere floodlight ‘holders 
2—No. 3281 Revere floodlight holders 
1—Graco vacuum cleaner (No. 9-3930) 
1—100-pound Bennett grease pump (No. 9-7477) 
1—Graco grease gun (No. 9-9430) 
1—No. 58 Tornado blow heat gun 
1—4-ton hydraulic jack 

1—Small hydraulic jack 


This rider covering inventory of equipment is herewith made a part of that 
certain lease dated August 26, 1952, attached hereto, and is subject to all the 
terms and conditions therein set forth. 

Dated this 26th day of August 1952. 

STANDARD OIL COMPANY, 


Lessee. 


COSSL No. 5081 


MUTUAL CONSENT 


It is hereby agreed between Standard Oil Company and Dave Culver, the 
parties to a certain lease dated September 14, 1950, covering premises situated 
in the city of Evansville, county of Vanderburgh, and State of Indiana, described 
as follows, to-wit: Serial B—-154. 

That said lease be and the same is hereby canceled by mutual consent, such 
cancellation to become effective on the 19th day of September 1952. 

Dated August 26, 1952. 

STANDARD Or. COMPANY, 


Manager. 
By Dave CULVER, 
Lessee. 


LEASE AGREEMENT 
STATE OF GEORGIA, 
County of Glynn: 

This agreement, made and entered into this 1st day of April 1951, by and 
between Standard Oil Company, a corporation organized under and existing by 
virtue of the laws of the State of Kentucky, hereinafter called the Lessor, and 

of , County of 
, State of Georgia, hereinafter called ‘the Lessee : 

Witnesseth : 

1. The Lessor hereby grants, leases and demises unto the said Lessee, a certain 
plot of ground, located in the City or Town of , County of 

State of , together with building or 
buildings located thereon, or to be located thereon, with driveway and street front 
privileges more fully described as to exact location and dimensions as follows: 


2. This lease shall become effective on the 1st day of April 1951, and subject 
to all its terms and conditions, shall remain in force and effect until the 1st day 
of July 1951; provided, however, that unless either party hereto gives due notice 
of intention to cancel this lease ten (10) days prior to its first expiration date, 
then said lease shall be self-renewing for successive periods of one month each, 
but either party may terminate the lease at the end of any renewal period by 
giving ten (10) days prior written notice to the other party. 
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3. The Lessee agrees to yield and pay to the Lessor as rental for the premises 
described herein a fixed amount of ninety ($90.00) Dollars for each calendar 
month plus one eighth (4 Cent(s) per gallon on all petroleum products pur- 
chased and received by Lessee and stored in underground tanks at these premises 
during any calendar month; such petroleum products to include all grades and 
types of gasoline, diesel fuel, burner and heating oils, kerosene and mineral 
spirits. 

As a credit to the total rental specified herein, Lessee shall pay ~.........~~-- 
( ) cent(s) per gallon at the time of delivery of such petroleum products 
purchased from Lessor. 

4. The fixed rent for any calendar month shall be due and payable in advance 
on or before the tenth (10th) of the month in which it is due and the total rent 
for any calendar month shall be due and payable on or before the tenth (10th) 
day of the succeeding month; provided, however, that if the effective date of this 
lease is not the first day of any calendar month, the rental for fractional parts of 
any calendar months at the commencement and ending of the contract period shall 
be computed proportionately. 

5. The Lessee agrees : 

(a) to pay all license fees and privilege, occupational, sales or excise taxes 
of any character whatsoever, now or hereafter imposed by the Federal Gov- 
ernment, State, County or City authorities, upon the operations of the Lessee 
on these leased premises. Lessee also agrees to pay for all water, light, elec- 
trie power, telephone, ice, fuel and any other incidental expenses of like 
nature incurred by the Lessee’s operation on the property ; 

(b) to keep this filling station property, including rest rooms, in clean, safe 
and sanitary condition, inviting to the motoring public; to comply with the 
city laws and ordinances in regard to nuisances; not to permit upon the 
demised premises any offensive, noisy or dangerous business, nor allow the 
same to be used for any illegal purposes and not to do anything to render 
the Lessor liable therefor ; ; 

(c) to keep the plumbing in good order and protected, and should it freeze, 
burst, or by Lessee’s neglect or misuse, get out of order, Lessee agrees to 
repair the same at Lessee’s cost; not to deface, damage, alter or change any 
permanent fixtures on the inside or outside of this property, and if any such 
damage or defacement occurs, including window panes, plastering, etc., 
Lessee agrees to repair same at his expense ; 

(d) not to assign this lease or sublet any part of the said property, or the 
whole of it, without written consent of the Lessor ; not to mortgage, encumber 
or hypothecate this lease, or become associated with any other person, directly 
or indirectly, as partner or otherwise in regard to the Lessee’s interest under 
this lease; nor shall lessee permit or suffer any lien or encumberance to be 
placed upon the leasehold interest hereby created or any part thereof; nor 
permit any other person, firm or corporation to occupy said premises or any 
part thereof as a tenant or otherwise, without the written consent of the 
Lessor to any of these prohibitions ; 

(e) not to erect or cause to be erected any building(s) or other struc- 
ture(s), or any addition to existing building(s) or structure(s) on the leased 
property without first obtaining the approval of Lessor in writing of the 
location, material and construction of same. Any advertising or identifica- 
tion signs furnished by Lessor to Lessee shall remain the property of the 
Lessor, and Lessee agrees not to attach or affix or permit to be attached 
or affixed to Lessor’s signs or the frames or the standards thereof any other 
signs or advertising matter whatsoever ; 

(f) to quit and deliver up said premises to the Lessor at the termination 
of and/or cancellation of this lease in as good condition as they are now 
Se wear and tear and damages by the elements or fire only ex- 
cepted). 

6. It is mutually understood and agreed by and between Lessor and Lessee that 
the premises covered by this lease shall be used for the storage, sale and service 
of motor fuels, motor oils and greases, tires, tubes and batteries, and such other 
petroleum products and automobile accessories as are customarily sold as gasoline 
service stations. By agreement between the Lessor and Lessee, the Lessee may 
sell a limited number of items of other merchandise to the motoring public, but 
it is specifically understood and agreed that the storage and sale of such other 
items of merchandise shall not interfere with or adversely affect the storage, 
display and sale of petroleum products and automobile accessories. 
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7. Should the said premises, be destroyed or so damaged by fire or other cas- 
ualty as to become unusable or untenantable, this lease, at the option of either 
of the parties hereto, shall cease and determine from the date of the destruc- 
tion of same. In the event of partial destruction or damage, the rent herein- 
above stipulated to be paid or a just and proportional part thereof shall be sus- 
pended or abated until the premises shall have been by the Lessor rebuilt or 
repaired and put into proper condition for use and habitation, and the rent shall 
recommence immediately after said rebuilding or repairing shall have been com- 
pleted ; but in any event the rent shall be paid up to the day of said fire or othev 
casualty. 

8. If the lease should at any time become void or forfeited, no demand shall be 
necessary to a recovery of the possession of the property and such rental as has 
accrued and become payable to Lessor, and if the Lessor at any time rightfully 
seeks to recover possession of the said premises and payment of rental due, and 
Lessor be obstructed or resisted therein, and any litigation thereon ensues, the 
Lessee shall pay and discharge all costs and attorney’s fees and expenses that 
shall arise from enforcing the covenants of this lease by Lessor, but no such re- 
ceipt of rent or abatement of violation or default by the Lessee shall be consid- 
ered a confirmation or renewal of this lease. The Lessee hereby waives the right 
and claim to any property exempt from execution, distress warrant and attach- 
ment, or exempt by any law from the payment of debts, and all such property 
shall be held and considered subject to and responsible for the payment of the 
money agreed to be paid by the Lessee, and for the discharge of any liabilities 
under this lease. 

9. The Lessor shall have free access to the premises herein leased for the pur- 
pose of examining or exhibiting same, or to make any necessary repairs or altera- 
tions on said premises which said Lessor may deem necessary or which Lessee 
may request, but no such entrance shall be made in any manner to unreasonably 
interfere with the use and operation of the premises by the Lessee. 

10. The Lessee hereby assumes complete custody and control of the premises 
described in this lease, the condition of which Lessee has examined and knows to 
be good and on which no representations as to the condition or repair thereof have 
been made by the Lessor. The Lessor shall not be liable for any damage caused 
by failure to keep said premises in repair, but it shall be the duty of the Lessee 
to protect from damage or loss any property that Lessee or any other person(c) 
may have upon the premises; and, further, the said Lessee agrees to indemnify 
and save harmless the Lessor, its agents or employees, against all claims, liabili- 
ties, losses and suits, from any source whatsoever, including any damage which 
may be sustained by the Lessee, caused by or in any manner resulting from the 
legal and/or illegal actions of the Lessee and/or his employees or agents ; includ- 
ing also loss by leakage, fire or explosion of gasoline, kerosene and/or motor oils 
stored on the premises. j 

11. The Lessee failing in any of the terms or conditions of this lease or default- 
ing in any one, several or all of the particulars thereof, the Lessor shall be 
entitled to immediately re-enter and retake possession of the said filling station 
premises (any fixed period of time or any other thing herein to the contrary not- 
withstanding), by mailing and/or delivering to the said Lessee at Brunswick, 
Ga., proper notice of its intention to cancel the said lease. None of the cove- 
nants and conditions herein shall be waived or modified, except by the Lessor, or 
by mutual agreement in writing, and no alleged waiver or modification shall be 
binding under any circumstances. All conditions and terms being faithfully and 
fully and completely met and complied with by the Lessee, the Lessor will keep 
and defend the Lessee in the peaceful and proper possession of these premises for 
the term of this lease and/or any renewal thereof. 

12. If the Lessor is not the owner of the premises herein leased, the within lease 
and estate hereby created are subject to all of the terms, conditions, etc., of the 
lease or other arrangement under which Lessor controls said premises, and if 
Lessor’s tenancy is terminated or canceled, then this lease shall automatically be 
voided and canceled without further liability on the part of the Lessor to the 
Lessee. 

13. This lease contract supersedes and cancels all previous lease contracts (if 
any) between the parties hereto. 
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In witness whereof, the parties hereunto have set their hands, the day and date 
first above written. 
Witnesses : 


a ae ee re ee 8 ee ee ee ee ee 





STANDARD Ort CoMPANY, 
(Incorporated in Kentucky) 


EQUIPMENT LOAN AGREEMENT 


















STATE OF GEORGIA, 
County of Glynn: 


This agreement, made this 1st day of April 1951, by and between Standard 
Oil Company, a corporation organized under and existing by virtue of the laws 
of the State of Kentucky, hereinafter called the First Party, and___..._________ 
OS eee ge LS e.g ee 
OR ee SS Se , hereinafter called the Second Party: 

Witnesseth : 

Whereas, the Second Party is the lessee of certain premises located at 
oe ete oenee ne Streets, in the City or Town of 
CO Seen eee 

Now, therefore, the First Party hereby lends without pee to Second Party 
the following described and enumerated equipment to be used exclusively for 
the storage and delivery of petroleum products purchased by Second Party from 
First Party: : 

G. and B. computing pumps 
20-barrel underground tanks 
1-barrel underground tanks 
1-barrel RO outfit 

Curtis air compressor 

U.S. roll-on hydraulic lift 
Fire extinguishers 

Clothes locker 

Display cabinets 

S. O. neon sign 

Steel desk 

No. 1309 Superfex Oil heater 
OH tire racks 

Water cooler 

125-gallon waste oil drum 


After said equipment is installed, the Second Party : 

(a) is to have complete custody and control of same during the existence of 
this agreement ; 

(b) is to make all necessary repairs to said equipment ; 

(c) is to be responsible for any and all damages resulting from the operation 
of said equipment or its failure to operate ; 

(d) is to pay any and all license fees and/or privilege taxes of any character 
whatsoever, now or hereafter imposed on the installation and/or operation of said 
equipment. 

Second Party has examined said equipment, knows its condition to be good, 
as to which condition no representations have been made by First Party. 

The Second Party shall indemnify and save harmless the First Party of and 
from all liability for loss, damage, injury or other casualty to persons (including 
Second Party) or property caused or occasioned by any deposit of tetra-ethy! lead 
or gasoline fumes resulting from past or future storage of leaded gasoline in 
the above equipment, or caused or occasioned by leakage, fire or explosion of 
gasoline, kerosene, motor lubricating oils and/or other petroleum products stored 
or drawn through the said equipment; whether due to imperfection of said equip- 


ment or any part thereof; whether latent or patent, or to any fault in the 
installation thereof. 


pe ee fk et et DD et et to CO CO 
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Title to said equipment shall at all times remain in First Party, and said equip- 
ment shall be exempt from levy, sale or distress of any nature whatsoever, by 
creditors of the Second Party. 

This agreement is not assignable or transferable, except by written consent 
of the First Party, and is subject to the approval of an Officer, Division Manager 
or Assistant Division Manager of the First Party. 

Second Party agrees to immediately notify First Party at any time of any 
idle equipment and First Party reserves the right to immediately remove such 
inactive equipment from the premises. 

This agreement shall become effective on the 1st day of April 1951, and sub- 
ject to all its terms and conditions shall remain in force as long as Second Party 
occupies the above described premises as lessee. Should Second Party default 
in any of the provisions of this agreement First Party shall have the right to 
repossess the equipment immediately. 

This Agreement cancels all previous equipment loan agreements between the 
parties hereto. 

In witness whereof, the parties hereto have executed this agreement the day 
and year first above written. 

Witnesses : 


STANDARD Or, CoMPANY 
(Incorporated in Kentucky) 
By 


Second Party. 


GuLr REFINING COMPANY 
L-8 LEASE AGREEMENT 


This lease made this 18th day of June 1951, between the Gulf Refining Com- 
pany, with its principal business office at Pittsburgh, Pennsylvania, hereinafter 
called “Lessor,” and Robert J. Lowe, of Evansville, Indiana, hereinafter called 
“Lessee,” witnesseth : 

The Lessor does hereby demise and lease to the Lessee the premises located in 
the City of Evansville, County of Vanderburgh, and State of Indiana, more par- 
ticularly described as follows: 

A part of the Northeast quarter of the Northeast quarter of Section 33, Town- 
ship 6 South, Range 10 West, more particularly described and bounded as fol- 
lows: Commencing at the Southwest corner of the intersection of Washington 
Avenue 60 feet wide and Weinbach Avenue 50 feet wide in Evansville, Indiana ; 
thence extending South along the West line of Weinbach Avenue 150 feet ; thence 
West on a line parallel to the North line of said quarter quarter section a distance 
of 145 feet; thence North on a line parallel to the East line of said quarter 
quarter section a distance of 150 feet to the South line of Washington Avenue ; 
thence East along said line of Washington Avenue 145 feet to place of beginning ; 
together with all improvements, equipment and fixtures located thereon. 

To have and to hold the said property for the term beginning on the 18th day of 
June 1951, and terminating on the 17th day of June 1952. 

It is understood and agreed that any holding over by Lessee at the end of this 
lease or at the end of any renewal or extension period without having first re- 
newed or extended this lease in writing, shall not be considered as a renewal or 
extension of this lease for any period longer than one month. Notice to the 
Lessor shall be addressed to Gulf Refining Co., Nicholas Bldg., Toledo, Ohio, and 
notice to the Lessee shall be addressed to Robert J. Lowe, Washington & Wein- 
bach, Evansville, Ind. 

The Lessee covenants and agrees to pay monthly the sum of $150.00 in advance, 
to the Lessor as rental for said premises during the term of this lease, the first 
installment of $60.00 to be due and payable on the 18th day of June, 1951, and 
the sum of $150.00 thereafter on the 1st day of each succeeding month throughout 
the term of this lease. 

The Lessee covenants and agrees as follows: 

Lessee has examined and is familiar with the condition of the premises, build- 
ings, equipment and fixtures located thereon, and that same are received by 
Lessee in good order and condition without warranty by Lessor as to the condi- 
tion or repair thereof. 
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Lessee will not permit said premises to be used for any illegal or immoral pur- 
pose, or permit waste or nuisance thereon. 

That said premises shall be used for the storage and sale of petroleum products 
and such other articles as are customarily sold at gasoline service stations. 

The Lessee will not paint or repaint the buildings or any of the structures, 
equipment or fixtures located thereon, make no alterations, additions, or changes 
thereon or thereto, without first obtaining written consent of the Lessor. 

The Lessee will not assign, mortgage or encumber this lease or the interest 
herein granted, or permit same to be encumbered; nor sublet the premises or 
buildings. 

The Lessee shall pay all gas and electric charges, water rents, all liecnse fees, 
taxes and other charges accruing in connection with the use of said premises. 

The Lessee shall keep said premises, buildings, equipment, fixtures, side- 
walks, approaches and driveways in good condition and repair; keep said 
premises, buildings, rest rooms, sidewalks, approaches and driveways clean, safe, 
and in a sanitary condition, and comply with all laws, ordinances, rules or 
regulations of constituted public authority applicable thereto. 

Upon Lessee’s default or failure to perform any of the covenants of this lease, 
Lessor may forthwith declare this lease at an end, and immediately reenter 
and repossess said premises, equipment and fixtures. 

Upon termination of this lease, Lessee shall deliver immediate possession of said 
premises, equipment and fixtures in the same good condition as when received, 
ordinary wear and tear and unavoidable damage by fire or elements excepted. 

In addition to the right to immediately reenter and repossess the said 
premises, the Lessor shall be entitled to all the remedies incident to the rela- 
tion of landloard and tenant, and the Lessee hereby empowers any attorney 
of any court of record to appear for him and confess judgment in ejectment 
with right of immediate writ of possession. The right of the Lessor to insist 
upon strict performance of the terms of this contract shall not be affected 
by any waiver, forbearance, or previous course of dealing. 

Lessee agrees to exonerate, save harmless, protect and indemnify the Lessor 
from and against any and all losses, damages, claims, suits or actions, judg- 
ments and costs which may arise or grow out of any injury to or death of 
persons or damage to property in any manner connected with the use and 
possession of said premises, equipment and fixtures by the Lessee, or the use, 
maintenance and operation of any business conducted by the Lessee on said 
premises. 

None of the provisions of this lease shall be construed as reserving to the 
Lessor any right to exercise control over the service station business and 
operations of the Lessee conducted upon the leased premises, or to direct in 
any manner how the Lessee shall conduct his business. It is understood and 
agreed that the entire control and direction of said activities shall be and 
remain in the Lessee, and neither the Lessee nor any other persons employed 
by him shall be deemed or considered employees or agents of the Lessor. 

If the Lessor is not the owner of the premises herein demised, then the 
within lease and the estate created hereby are subject to all the terms, provi- 
sions and conditions of the lease or other arrangement under which the Lessor 
occupies said premises, and if for any reason whatever, either with or with- 
out its consent, Lessor’s tenancy is terminated, then the within lease shall be 
terminated as of such date, without any liability on the part of Lessor to 
Lessee. This lease may be terminated by either party upon the taking by 
public authority of all or a substantial part of said premises. 

This Lease Agreement contains the entire contract and agreement between 
the parties. 

It is agreed that this lease shall not become binding upon the Gulf Refining 
Company until countersigned and approved by a Division General Manager 
thereof. 

GULF REFINING COMPANY, 
District Manager. 

siacgis Slat Attain daitinatiadintaesaadass , Lessee. 

Witness : 


Approved: 


Division General Manager, Gulf Refining Company. 
65262—55—pt. 1——-7 
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“SCHEDULE A” 






Model 129-25 Erie computing pumps, serial KK 14132, KK 14167___________-_ 










7 gauge 3,000-gallon underground tanks_____-~----_-----..---------- 2 
560-galidn: undergrowmd tatu eos bik ke ce eh es 1 
§50-galion. underground taOiiidi ul a a ea sass ie ua 1 
Model 142 1-barrel Tokheim kerosene Lub. No. 415427._--.-...--u-------- 1 
Model 630 30-gallon Tokheim Lube No. 485298____-..--.--.-_-----...--- 1 
Model 1 B YC serial 191980 1144-horsepower Westinghouse air compressor... 1 
Model A. D. 15 serial 21576 U..8. drive-om Wit... 2 es 1 
80-inch ‘Gulf neon ‘digits oi) oe a a ee ae aes 1 





Stonco 3-cluster floodlight for K-6 sign. 

Stonco 3-cluster floodlight for 16-foot floodlight pole. 

Stonco island light with 3-cluster spotlights. 

Stonco island light with 2-cluster spotlight. 

KG type eign 3 a ee ee i a a Be 1 
K6 type sign pole... isi sb losis EL ea a So ei 










SALESROOM MERCHANDISING EQUIPMENT 







Fixture identification 






re Se a eit oneness 

















S14 BING Pieer Tor Sh SSE TO icc erceto-encdadatbia rebinceitiaessbhainena 4 
SLE Ble SAU CI cites igen stanton scan tele okiacoaaoe mh han i ci acne 1 
UL Sek, TE nits pice ined Raritan mance nl esks Nici eeiine aie ie eee 1 
Se ORC CA COE Be ee Fe itct enti ieenksctiien id aceasta eaigneeouin 1 
SD km AAI Cid canteen scents Prsovinisiesinsdhao inks tll midia ata ainda nbiiatacicedartp imascidon 1 
Se LIER Dk SE GE AU I aii chi gi ose ns ctieesiets tren eies serene 1 
BATA A-DatCOr Gy Tae Cee ness chercicierenio steteintee eine “hence npniainn 1 
BAT--B Battery. wai ike teenie go peptone ogee eneresateaene 1 
pe eR ch tee erties ca Maes rine lal ei ainda eee 6 
Race. UI MINIT cc's: cesesssocaegigtsne satin alban heb eachives Geniaientateen nial ene aemvaeiiaeemetiwamentanoina 6 
Ta Oe I cate taser a ene names 12 
DS-84 84-inch double slotted standard__....--________-___- 8 
Se SM I a eeieathieentaiatiiennsodiaiineinaasen 8 
WU ee Se oe Wr ee trae eee catekicteerwergcenencepeanenie 5 
Bn S% BROE VOCATION wei ctecenrn ery mersemneaedeeees-y cee 3 
ee asa cerrlces aanenensesunccchtinrnahcieethidinnind cieesatiiecicathiieaiaenin atteceas haiti catenin 2 






cI, Onn OUI a ee 


Equipment identification 






























CR-S' corner Gplleerst. 2 2a ais ea A a a a aa a 45 
CH-—S8: chanine) -aplloet ss 20 ke aaa ee a 30 
i-BCL.” ile le a ee Se SU a Ce 250 
B~TH tin: ticked holbete. os i Sa ead a oe a ae 125 
B-TH-5 5-inch extended bin ticket holders._................--.-_...----- 10 
P_OH feature endl boiditis os. os a i ec io pa 12 
R~TH ticket: hehGers hi baa a i Boal ieee 10 
TS-PR pair of table etnnagAWiii ie ie i i ek al 3 
TS-Ol 4 x 98-inch ‘card belie iic shi sel aa ch ee is 3 
BA-34 24-inch bem siae es oe a a i ea a ae 7 
BA-90 9O4tnich bare. i lie Joss vacua ti ced as 4 
Ti-26 96-4aehe tine Wee... ose Sei he ee ew tees 2 
TH-4 @inch toel heoks for ‘barSiuccsui i ee ec i a ae es 18 
TH-6 ¢-inch tool’ hooks for Ores 2:10 i sh i cs 12 
i an SE WE sii its es ied on cence 2 
SB-8- OAmetieiell reais hn en Se ee 10 
SB-6 6-inch shelf brackets____--_. ici he ee ae te atl i Bs tec ome 6 
IC en Cia in ein cheb ihitk lik i en ihad  sahlleatbinile hl nlemchesienis ta ined 16 
OO "eenitdd- 0106. stint eee 24 
C= Ronin Ni ceninsercinrncchintilnneiin si seithiileatise iiinisainitajsie ith aetaninabdnnciiliaatiaeaaiaes 12 
Pieces banding glass 2%4- x 22%4-inch..........._....-_______.___.-_--- 50 
Pieces divider glass 214- x 10%-inch___......_..---_.--_.---- eee 125 
Pieces ghelf. glass Sw SO@mMiniics ik i os a 4 






Pieces shelf glass 6- x 86-inch. ool ee se aoe 2 
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Equipment identification—Continued 


Piece shelf glass 10- x 24-inch 
Piece shelf glass 8- x 24-inch 
Piece shelf glass 6- x 24-inch 
TOO—B'Es BOE TH hh nh inh nbd reticence deemtidnelientieen 
40—-T-12 40-watt, 48-inch, T—12 fluorescent lamps 

Pie er tied A Ae Skeid seid biknnawenusoonne 
SM & DM salesroom merchandise and display manual 
TD~2 $GGMERIIORCION CRI OU ioc sk oss Se eek hn een e nine 
DP-O store opening display package 
DP-L large display package 
TP nr es ee ee 
Te oe eee eee” Cope) on a a es 
TOs See ee ec en Ce ge oe 
6100 6-foot single fluorescent complete strip 
3176 adjustable spot reflector with Jamp 
W-CS-80 4-foot 2-lamp fluorescent unit 


OO ie et 
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Rosert J. LOWE. 


GR 4212-C D. 0. 








AUTOMOTIVE LUBRICATING OTL 





AND GREASE CoNTRACT—DEALER 


This Contract of Sale made and entered into between GULF REFINING COM- 
PANY, hereinafter called “SELLER” and Robert J. Lowe, situated at Washington 
& Weinbach, Evansville, Indiana, hereinafter called “Purchaser.” 

Witnesseth—That for the considerations herein set forth and upon the terms 
and conditions herein specified Seller agrees to sell and deliver to Purchaser, 
and Purchaser agrees to purchase and receive from Seller and pay for in accord- 
ance with the terms and conditions of this contract the Purchaser’s requirements 
of the products listed herein for the period of time mentioned below. 

Products—Automotive Lubricating Oils and Greases, as listed in Seller's 
established current printed “Contract Price Schedule—Dealer.” 

Quantity—Requirements; not to exceed 5,000 gallons maximum per annum. 
It is understood and agreed that Seller shall not be required to deliver in any 
one month more than 1/12 of the maximum quantity per annum shown herein, 
or to make any deliveries subsequent to the termination of this contract, without 
its consent. 

Price—Purchaser agrees to pay Seller for Automotive Lubricating Oils and 
Greases purchased, Seller’s established current prices, at Seller’s warehouses, as 
may be in effect at time and place of delivery, for the respective brands, grades, 
packages, and quantities. Seller’s established current prices, referred to above, 
ure understood to be those shown in the Gulf’s printed “Contract Price Schedule— 
Dealer” in effect on date of delivery for point of delivery, and only such discounts 
as are shown in said “Contract Price Schedule—Dealer” will be allowed. 

The above prices are f. o. b., Evansville, Indiana, with truck delivery along 
Seller’s regularly currently established truck delivery routes. 

Time—This contract shall be effective for a period of one year beginning the 
18th day of June, 1951, and from year to year thereafter; provided, however, 
that Purchaser may terminate this contract at the end of the first vear or on 
any succeeding anniversary date thereof by giving Seller 60 days prior written 
notice of the intention to do so, and Seller may terminate this contract at any 
time by giving Purchaser 10 days prior written notice of the intention to do so. 

Payment—Terms of payment—C. O. D. less 1% 

1% 10 days, net 30 days from date of shipment. 

Purchaser shall pay for goods without discount or deduction except as stated 
above; and if at any time the financial responsibility of Purchaser shall become 
impaired or unsatisfactory to Seller or in Seller’s opinion inadequate to meet 
the obligations hereunder, cash payments or satisfactory security may be re- 
quired. A failure to pay any amount when due may at the option of Seller 
terminate the contract as to further deliveries, and no forbearance, course of 
dealing, or prior payment, shall affect this right of Seller. 

Taxes—See paragraph 1 under “Provisions” on reverse side hereof. 
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Conditions—This contrast is subject to the “Provisions” printed on reverse 
side hereof and on reverse side of “Contract Price Schedule—Dealer.” 

This instrument contains each and every agreement and understanding exist- 
ing between the parties relating to the subject matter of this contract, and no 
agent of Seller has authority to change, modify, or add to this contract, or to 
make any other or further agreements in connection therewith. 

Approval—This contract or any modification thereof shall not be binding upon 
Seller until approved and signed on its behalf by Division Manager, Assistant 
Division Manager, or District Manager of Seller. Commencement of perform- 
ance hereunder prior to approval and signing as above stipulated in no case shall 
be construed as a waiver by Seller of this requirement. 

This contract executed this 18th day of June 1951. 


GutFr REFINING CoMPANY, 


By Rosert J. Lowe, Purchaser. 
Witness: 


RIDER COVERING DELIVERIES ON GULF CREDIT CARDS 


Whereas, Gulf Refining Company and Gulf Oil Corporation have issued so- 
called credit cards entitling holders thereof to purchase Gulf products on credit, 
and Robert J. Lowe, Washington and Weinbach, Evansville, Indiana, second party 
is desirous of making sales and deliveries to such credit customers at the loca- 
tion mentioned in the Sales Contract to which this rider is attached. 

Now, therefore, it is agreed— 

First: Second party is authorized to sell Gulf products on credit to holders of 
Gulf credit cards taking receipts on forms approved by the Company, for such 
sales and deliveries. 

Second: Such deliveries shall be made for second party’s account, but record 
thereof shall be kept on forms supplied by the Company, and upon delivery to the 
Company of signed receipts covering credit sales and deliveries on credit caras 
so issued, together with assignment by second party to the Company of saia 
accounts, on forms of assignment authorized by it, the Company will credit 
second party’s account with the amount of such accounts assigned to it. 

This special privilege may be withdrawn at any time by the Company on forty- 
eight hours notice. 

GuLF REFINTNG CoMPANY, 
T. S. Hartnett, District Manager. 

Dated June 18, 1951. 

Witness: 
Accepted : 


Rosert J. LOWE. 
GuLF REFINING COMPANY 


KEROSENE CONTRACT 


This contract made and entered into this 18th day of June 1951, between Gulf 
Refining Company, a corporation, first party and Robert J. Lowe, Washington 
and Weinbach, Evansville, Indiana, second party. 

Witnesseth—That first party sells and agrees to deliver to second party, and 
the second party purchases and agrees to receive from first party his require- 
ments of the products listed herein for the period of time mentioned below. 

Product—Kerosene. 

Quantity—Gallons maximum, 500 per annum. Gallons minimum, 200 per 
annum. 

Price—For tank wagon deliveries, Seller’s posted tank wagon price in effect 
on date of each delivery, at point of each delivery. 

The posted tank wagon price, as referred to above is understood to be the Gulf 
Refining Company’s posted price at date and point of delivery and is not subject 
to modification or change by reason of any cash price or any other discount now 
in effect or that may hereafter be established. 

Delivery—By tank wagon at Washington and Weinbach, Evansville, Indiana, 
from Seller’s tank wagon station at Evansville, Indiana. 

Time—Duration of Contract: This contract is to continue for one year, begin- 
ning on the 18th day of June 1951, and terminating on the 17th day of June 1952, 
and thereafter from year to year until terminated by ninety days written notice 
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prior to any anniversary date from either party to the other. Such notice May 


be given personally or deposited in U. S. Mail properly addressed and postage 
paid. 


Payment—Payment shall be made C. O. D. 

The financial responsibility of second party must at all times be satisfactory 
to first party, or shipments may be suspended, and in case second party shall fail 
to pay any draft drawn by first party for bills due, first party, if it so elect, may 
cancel and terminate this contract. 

Conditions—In the event the performance of this contract by either party is 
affected by strike, fire, riot, war, Act of God, governmental regulations, or govern- 
mental requests or requisitions for national defense or other purposes, or failure 
or shortage of railway, pipeline, or vessel service normally available to either 
party hereto, or breakdown of, or injury to, or shortage in, facilities used for 
the production, refining, or transportation of the products described herein, or 
of the crude oil or other raw material from which they are made, or any other 
cause beyond the reasonable control of the parties hereto, or either of them, 
whether similar to or dissimilar from the enumerated causes, the suffering party 
may, at its, his, or their option, suspend or terminate the performance of this 
contract, in whole or in part, and no liability for damages shall attach against 
either party on account thereof. Seller shall not be required to make up any 
deliveries omitted on account of any such causes. This contract is not assignable 
except with the written consent of first party. 

It is agreed that there shall be added to the contract price specified and that 
purchaser will assume and pay any internal revenue, war revenue, excise, sales 
or other tax that may now or hereafter be imposed by the Federal Government, 
or by any State, County, or Municipality upon the products covered by this agree- 
ment, or in respect to the production, manufacture, sale or transportation thereof, 
provided that payment of such tax by the purchaser is lawfully permissible. 

This contract may be performed by either the Gulf Refining Company or the 
Gulf Oil Corporation. ‘ 

This instrument contains each and every agreement and understanding exist- 
ing between the parties relating to the subject matter of this contract, and no 
agent of the first party has authority to change, modify, or add to this contract, 
or to make any other or further agreements in connection therewith. 

This contract becomes effective only when signed by Division Manager, As- 
sistant Division Manager or District Manager of first party. 


Gutr REFINING COMPANY, 
ee ee District Manager. 
Rosert J. Lowe, Second Party. 

oe ae OY __._., Salesman. 


Gutr REFINING COMPANY 
CONTRACT FOR SALE OF GULF PETROLEUM PRODUCTS 


This contract, made and entered into this 18th day of June 1951, by and between 
Gulf Refining Company, party of the first part and Robert J. Lowe, party of the 
second part situated Washington and Weinbach, city of Evansville, county of 
Vanderburgh, State of Indiana. Witnesseth: 

The party of the first part sells and agrees to deliver to the party of the 
second part and the party of the second part purchases and agrees to receive 
from the party of the first part, during the term of this contract, second party’s 
entire requirements of Gulf petroleum products, consisting of That Good Gulf 
Gasoline, Gulf No-Nox Gasoline, also Traffic Gasoline if, and during the periods 
of time, first party sells Traffic Gasoline in the circuit point in which second 
party’s place of business is located. 

Delivery in approximately equal monthly quantities to be made at the premises 
occupied by the second party, as above stated, by tank wagon or truck, during 
business hours, and upon reasonable notice of requirements by second party to 
first party. 

Second party shall pay to first party its established dealer’s price posted at 
time and for the place of delivery in cash at time of delivery unless first party 
shall extend credit which at first party’s option may be revoked. The financial 
responsibility of second party must at all times be satisfactory to the first party, 
or deliveries may be suspended under this contract, and in case second party 


shall not pay any draft drawn by first party for bills due, first party, if it so elects, 
may cancel and terminate this contract. 
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There shall be added to the contract price specified and second party shall 
assume and pay any internal revenue, war revenue, excise, sales or other tax 
that may now or hereafter be imposed by the Federal Government, or by any 
State, County or Municipality upon( the products eovered by this agreement, or 
in respect to the production, manufacture, sale or transportation thereof, pro- 
vided that payment of such tax by second party is lawfully permissible. 

This contract is to continue for one (1) year, beginning on the 18th day of 
Jwne 1951; and terminating on the 17th day of J'ume 1952; and from’ year to 
year thereafter ; provided, however, that party of the second part may terminate 
this contract on the last date mentioned or any succeeding anniversary date 
thereof, by giving party of the first part sixty (60) days prior written notice of 
the intention to do so, and party of the first part may terminate this contract 
at any time by giving party of the second part ten (10) days prior written notice 
of the intention to do so. The notice to party of the first part shall be given 
either by delivery of the written notice to first party’s Division Office or by 
depositing the written notice in the United States Mails addressed to first party 
at Nicholas Building, Toledo, Ohio, with postage paid. The notice to party of 
the second part shall be given either by delivery of the written notice to party 
of the second part at the premises occupied by party of the second part or by 
depositing the written notice in the United States Mails addressed to second 
party at Washington and Weinbach, Evansville, Ind., with postage paid. 

In the event the performance of this contract by either party is affected by 
strike, fire, riot, war, act of God, governmental regulations, or governmental 
requests or requisitions for national defense or other purposes, or failure or 
shortage of railway, pipeline, or vessel service normally available to either 
party hereto, or breakdown of, or injury to, or shortage in, facilities used for 
the production, refining, or transportation of the products described herein, or 
of the crude oil or other raw material from which they are made, or any other 
cause beyond the reasonable control of the parties hereto, or either of them, 
whether similar to or dissimilar from the enumerated causes, the suffering party 
may. at its, his, or their option, suspend or terminate the performance of this 
contract, in whole or in part, and no liability for damages shall attach against 
either party on account thereof. Seller shall not be required to make up any 
deliveries omitted on aceount of any such causes. 

First party shall have the right from time to time during the life of this agree- 
ment to change, alter, amend or eliminate any of the trade names or brands of 
products covered by this contract, in which event this contract shall cover 
products of the new name and designation to the same extent as if said name 
or designation were specifically set forth herein. 

This contract is not assignable, except with the written consent of first party. 
Upon second party’s default or failure to perform any of the conditions of this 
agreement, first party may forthwith declare this agreement at an end. 

This instrument contains each and every agreement and understanding exist- 
ing between, the parties relating to the subject matter of this contract, and no 
agent of the first party has authority to change, modify, or add to this contract, 
or to make any other or further agreements in connection therewith. 

It is further understood and agreed that this contract shall not become binding 
upon the Gulf Refining Company until approved and signed by its Division 
Manager, Assistant Division Manager, or District Manager. 

Executed in duplicate the day and year first above written. 

Gutr REFINING COMPANY, 
District Manager. 
Rorert J. Lowe, 








































Second Party. 
R. M. Watsn. 






Witness: 






LEASE 






This lease made this ~..........---..---_ OR 60 5 oo titi npenee 
by and between Shell Oil Company, a Delaware corporation with offices at 50 
West 50th Street in the city, county, and State of New York, lessor, hereinafter 
CRU PRT BIG OL cnevitee: acess Sedna a A ded et tee nie eclinidd eeia ee 
(Street address) (City or town) (State) 

hereinafter called “Lessee,” 

Witnesseth that: 

First. Shell hereby leases to Lessee for a primary period beginning on the 
Lib bt Ser ee ee oe 195___, and ending on the 
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ullis au eouyolsu so. , 19.._, and for successive 
annual periods thereafter (provided, however, that either Shell or Lessee may 


terminate this lease at the end of the primary period or of any subsequent annual 
period by giving to the other at least ten days’ written notice in the manner set 
forth in Article Fourth hereof), the parcel of land situated on 


Lelie Aaeeel Agel. yp Social a Seb uy State of 
more particularly bounded and described as follows : 


Together with, as part of the leased premises, all the improvements on said 
land, and all the equipment and apparatus used in connection with the gasoline 
filling and automobile service station located thereon, including specifically the 
items listed in Schedules “A” and “B” appended hereto, receipt of all therevf in 
good condition being hereby acknowledged. 

Second. Lessee agrees to pay to Shell, as rent for said premises for each calen- 
dar month that this lease is in force, the sum of —__.__-_----______ Dollars 
(Sess AY ) which shall be payable on the first day of such month. 

Third. Lessee shall pay all charges connected with the operation of said prem- 
ises, including all license, permit and inspection fees, occupation and license 
taxes, including all water, gas, telephone, electric light and power charges assessed 
or charged on or against said premises, or Lessee’s use or occupancy thereof, or 
the business conducted thereon; and in the event of Lessee’s failure or refusal 
so to do, Shell may pay same, and the amount paid shall become an indebtedness 
to Shell, bearing interest at the rate of six percent per annum. Immediately 
upon this lease becoming effective, Lessee shall have all meters and accounts for 
light, heat, water, telephone, and other utilities transferred to Lessee’s name. 

Fourth. Lessee shall keep said premises, improvements, buildings and equip- 
ment, together with the adjoining sidewalks and entrance driveways, in good 
order and repair. If any of the leased property listed in Schedule “A” is lost, 
stolen, in need of repair or replacement, or damaged or destroyed other than 
by fire or other unavoidable casualty, or if any items of the leased property 
listed in Schedule “B” are lost, stolen, in need of repair or replacement, or 
damaged or destroyed by any cause or become obsolete by reason of wear and 
tear, Lessee shall immediately repair or replace such items, and if Lessee shall fail 
so to do Shell, if Shell so elects, may repair or replace such items and charge to 
Lessee the reasonable cost of making such repairs or, in the case of replacement, 
the replacement value shown in said Schedules, or if no such value is shown, 
the reasonable replacement value. Shell hereby acknowledges the receipt from 
Lessee of the sum of —~__--_--____________ Dollars ($._------~-- ) as a non- 
interest-bearing deposit to secure the payment of any indebtedness of Lessee 
to Shell, whether under this lease or otherwise, and Shell may, from time to 
time, apply all or any part of said sum to any such indebtedness. Upon demand 
of Shell from time to time, Lessee shall deposit with Shell additional sums equal 
to any amounts so applied. Shell, at the expiration or termination of this lease 
or any extension or renewal hereof, shall return to Lessee any unapplied portion 
of the amounts heretofore or hereafter so deposited without interest. Lessee 
agrees that Shell may mingle the said deposit with other funds of Shell and that 
Shell shall not be required to maintain equivalent funds on hand. Upon any 
termination of this lease, Lessee shall peaceably deliver up the leased premises 
and property to Shell. None of the provisions of this lease shall be construed 
as reserving to Shell any right to exercise any control over the business or opera- 
tions of Lessee conducted upon the leased premises or to direct in any respect 
the manner in which any such business and operations shall be conducted, it 
being understood and agreed that so long as Lessee shall use said premises as 
herein provided, the entire control and direction of such activities shall be and 

Temain with Lessee. All notices under this lease shall be deemed sufficient if 
Served personally or sent by registered letter or telegram and, when so sent, 
Shall be deemed given when the letter is deposited in the mail or the telegram 


is filed with the telegraph company, with postage or charges prepaid. and ad- 
dressed, if to Shell at 


, 


and if to Lessee at Lessee’s first above mentioned address, or in either case at 
such other address as shall have been substituted therefor by notice theretofore 
received. 

Fifth. Lessee Hereby releases, relinquishes, discharges and agrees to indemnify, 
protect and savé harmless Shell of and from any and all claims, demands and 
liability for any loss, damage, injury or other casualty to property (whether it 
be that of either of the parties hereto or of third persons) and persons (whether 
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they be third persons, Lessee or employees of either of the parties hereto) caused 
by, growing out of, or happening in connection with or appertaining to, the leased 
premises, or the condition or maintenance thereof, or of Lessee’s use and occu- 
pancy thereof, or the buildings, equipment or improvements located thereon, or 
the adjacent sidewalks and streets. 

Sixth. Lessee agrees that throughout the term of this lease Lessee will, at 
Lessee’s own expense, promptly observe and comply with all the laws, orders, 
regulations, rules, ordinances and requirements pertaining to the leased premises, 
to any use thereof, or to any activity conducted thereon, made by the Federal, 
State and Municipal Governments and authorities and also with the rules and 
requirements of all insurance companies, writing policies covering the leased 
premises or any part thereof. Lessee shall not use the leased premises or allow 
them to be used for the purpose of selling or otherwise disposing of alcoholic 
liquors or beverages of an intoxicating nature or tendency. 

Seventh. Lessee shall not mortgage or assign this lease, nor sublease the 
whole or any part of the leased premises, without Shell’s written permission. 
Lessee shall not make any attachments or additions to any building on the leased 
premises in such manner as to damage such building in any way, nor make any 
structural alterations therein or thereto, nor shall Lessee commit or permit any 
waste whatever on the leased premises and property. Nothing in this lease or 
letting shall be construed as conferring on Lessee the right to use Shell's trade- 
marks, trade names, advertising signs or devices or color schemes. 

Eighth. If Lessee shall fail to make any payment of rent hereunder for ten 
days after the same shall fall due or shall fail to perform any of Lessee’s obliga- 
tions hereunder or shall violate any condition or breach any covenant herein 
contained, or if Lessee should enter bankruptcy, insolvency or reorganization 
proceedings, either voluntarily or involuntarily, or if Lessee’s interest in or 
under this lease should be levied on or sold on execution or should, by operation 
of law or otherwise, become vested in any other person, firm or corporation, or 
if said premises or any part thereof should be taken in condemnation proceed- 
ings, then, and in any such event, Shell, at its option, may without notice im- 
mediately terminate this lease and at any time thereafter enter said premises 
and eject Lessee therefrom, without prejudice to other remedies. Whenever 
this lease shall terminate either by lapse of time or by virtue of any of the 
express stipulations herein contained, Lessee hereby waives all right to any 
notice to quit possession and all right of redemption. Shell is hereby granted 
a lien upon all merchandise and other property of Lessee now or hereafter 
located on the leased premises, to secure the payment of rent and the full per- 
formance of all obligations assumed by Lessee under this lease. Upon default, 
Shell may, without court action, take possession of all such property and may 
sell same at public or private sale conducted after notice by publication in one 
issue of a newspaper circulated in the county in which the demised premises are 
xocated, such notice to state the time and place of said sale; provided, Shell may 
sell or purchase any and all of the merchandise at the then current prices without 
holding a sale as aforesaid and without notice to Lessee. 

Ninth. If Shell is not the owner of the premises herein leased, then this lease 
and the estate hereby created are subject to all the terms and conditions of the 
lease or other arrangement under which Shelli is entitled to possession of said 
premises and Lessee agrees to do nothing and to suffer nothing to be done upon 
the premises herein leased which if done or suffered to be done by Shell would 
constitute a violation of any of said terms and conditions. If for any reason 
whatsoever, Shell’s tenure is terminated or surrendered, this lease shall auto- 
matically terminate simultaneously therewith without notice or further act of 
Shell or Lessee and without any liability on the part of Shell. If, notwithstand- 
ing the continuance of Shell’s tenure, Shell enters into a new lease with Shell’s 
landlord, superseding the lease or other arrangement then in force (and regard- 
less whether or not such new lease overlaps the term of the tenure then in force 
and whether the provisions thereof are the same as or different from those super- 
seded), or if Shell assigns the lease or other arrangement under which Shell is 
entitled to possession of said premises, then at any time within the sixty day 
period beginning thirty days before the occurrence of any such event and ending 
thirty days after such occurrence, Shell or its successor-in-interest or assignee 
shall have the right and option to terminate this lease, without further liability 
to Lessee, by giving at least three days’ notice to Lessee. Shell may, at its 
option, in addition to any other right of termination hereunder,. terminate this . 
lease effective at any time within thirty days prior to any termination or sur- 
render of Shell’s tenure, by at least ten days’ notice to Lessee. If Shell is the 
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owner of the premises herein leased and if, at any time during the continuance of 
this lease, Shell should sell or contract to sell all or part of the premises herein 
leased, Shell or Shell’s vendee shall have the right to terminate this lease, with- 
out further liability to Lessee, by giving Lessee at least thirty days’ notice of 
such termination. The rights and options provided by this Article shall be 
continuing rights and options, and failure to exercise the same at any time shall 
not affect the right to exercise such right or option on any subsequent occasion. 

Tenth. This lease merges all prior negotiations and oral and written under- 
standings between the parties hereto with reference to the letting of said prem- 
ises and property to Lessee, and there are no other agreements, understandings, 
conditions or representations, oral or written, with reference to said letting 
to Lessee. Shell’s waiver of any right or rights accruing to it by reason of any 
provision of this lease, or by Lessee’s failure to observe and perform Lessee’s 
obligations or covenants hereunder, shall not be construed as a waiver of any 
such provision or of any right or rights subsequently accruing or of any other 
right or rights of Shell; nor shall Shell’s rights hereunder or any provisions 
hereof be in any way affected by any forbearance or course of dealing. This 
lease cancels and supersedes, as of the beginning date of the primary period 
hereof any prior lease from Shell to Lessee of said premises. 

Eleventh. This lease and any subsequent: agreement amending, modifying 
or supplementing this lease, or waiving or releasing any provision thereof, shall 
be binding upon Shell only when the same has been executed on its behalf by its 
Division Manager or other duly authorized representative, and an executed copy 
of this lease has been delivered to Lessee. Subject to the foregoing and to 
Articles Seventh and Eighth hereof, this lease shall inure to the benefit of and 
be binding upon the parties hereto and their respective heirs, executors, adminis- 
trators, successors and assigns. 


In witness whereof, the parties hereto have executed this instrument the day 
and year first above written. 


Executed by Shell in the presence of: 

































SHELL O11, CoMPANY, 






<scnihchitaamaiidaaeneaiamcasdesinip alii  § - — decienbninnnltpinsuniandnnmetunitmenensdaan ( SEAL) 
Lessee, 


ale san tibia ear he Street, City of 
winitislicmimembeaias hereinafter called, “Dealer’— 


Witnesseth : 


1. Products: Shell agrees to sell and deliver to Dealer, and Dealer agrees to 
purchase and receive from Shell, upon the terms and conditions hereinafter 
provided, “Shell” gasolines and “Shell’’ automotive oils and greases, all of the 
kinds, grades, brands and quality being sold by Shell, at the time of delivery, 
from Shell's bulk depot from which deliveries are ordinarily made to Dealer 
hereunder, for resale at gasoline filling and automobile service stations. 

2. Quantities : The quantities of said products shall be such quantities thereof 
as Dealer shall order from time to time during the continuance of this con- 
tract, for resale at Dealer’s gasoline filling and/or automobile service station or 


garage located at 2.2... ui Street, in the City of 
State of 
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3. Prices: The prices for said products shall be the following: 

(1) For gasolines: Shell’s posted dealer prices for the respective grades 
and brands of gasoline delivered, in effect at the time and for the place of 
delivery, as shown in Shell’s current Schedule of Posted Prices for Gasoline 
posted at Shell’s bulk depot from which deliveries are made to Dealer 
hereunder or at such other place as Shell may designate by written notice 
to Dealer; and, 

(2) For automotive oils and greases: Shell’s established current. dealer 
prices for the respective grades, brands, packages and quantities delivered in 
effect at the time and for the place of delivery, as shown in Shell’s Schedule 
of List Prices for Automotive Oils and Greases in effect on the date of 
delivery, less applicable discounts, if any, as specified in said Schedule of 
List Prices. 

4. Deliveries: Deliveries shall be made by Shell to Dealer at Dealer’s said 
station or garage, by any means of transportation or combination thereof, and 
in any containers, that Shell may select. Shell shall not be obligated to make 
any delivery outside of Shell’s usual business hours, or to make any one deliv- 
ery of any grade or brand of gasoline in any quantity less than the full capac- 
ity of one compartment of any of the truck tanks in which deliveries are or- 
dinarily made by Shell hereunder. 

5. Terms: Dealer shall pay Shell cash on delivery for all products delivered 
to Dealer hereunder, unless other terms of payment are granted in writing by 
Shell’s Credit Department. Any such other terms of payment may be altered or 
revoked by Shell, at Shell’s sole discretion, at any time. 

6. Period: The period of this contract shall be the period beginning on the 

and ending on the 

, and from year to year there- 

after ; iad however, that either Shell or Dealer may terminate this con- 

tract at any time by giving to the other at least 10 (10) days’ prior writtten 
notice. 

Paragraphs 7 to 15, inclusive, appearing on the reverse side of this sheet, 
are hereby incorporated in and made part of this contract. 

In witness whereof, this contract is executed as of the day and year first 
herein written. 

Negotiated by: 


Shell’s Salesman. 
Witness to execution by Dealer: 


7. Use of Trade-marks, etc.: Dealer shall have the right, during the con- 
tinuance of this contract, to use Shell’s trade-marks, trade names, and color 
scheme in Dealer’s advertising and sale, at Dealer’s said station or garage, 
of the products purchased by Dealer hereunder. Dealer shall not sell under 
Shell’s trade-marks, trade names, or color scheme, any products other than 
those purchased hereunder, or any mixture or adulteration of any products 
purchased hereunder with any other product or material. In the event Dealer 
should cease to purchase Shell’s products under this contract or in the event 
this contract should terminate for any reason whatsoever, Dealer shall imme- 
diately and completely discontinue the use of Shell’s trade-marks, trade names, 
and color scheme. All signs and other advertising devices, heretfore or here- 
after furnished by Shell to Dealer, shall be and remain the property of Shell, 
shall be used solely in connection with Dealer’s sale of products purchased 
hereunder, and shall be returned by Dealer to Shell immediately upon Shell’s 
demand. 

8. Containers: All containers in which oils and greases are delivered here- 
under shall be nonreturnable, unless otherwise specified in Shell’s said Schedule 
of List Prices in effect at the time of delivery. As to all containers which may 
be specified in said Schedule of List Prices as returnable, the terms upon which 
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such containers shall be returnable and the charges to be paid by Dealer if 
Dealer fails to return such containers shall be those specified in said Schedule 
of List Prices. 

9. Claims: It shall be a condition precedent to Shell’s liability for any defect 
in quality or shortage in quantity of any products delivered hereunder, that 
Dealer shall give Shell notice of Dealer’s claim, setting forth fully the facts 
on which the same is based within forty-eight (48) hours after deliverey of 
the product concerning which such claim is made, and that Shell shall be 
given a reasonable opportunity to inspect such product. 

10. Taxes: Any tax, duty, charge or fee, now or hereafter levied on the 
products sold hereunder, or on the raw or processed products from which the 
products sold hereunder are manufactured or blended, or on Shell, or required 
to be paid or collected by Shell, by reason of the production, manufacture, 
blending, inspection, storage, withdrawal, sale, use, transportation or delivery 
of such products, or any feature thereof, shall be paid by Dealer in addition 
to the prices specified herein, insofar as the same is not expressly included in 
such prices. 

11. Force Majeure: Shell shall be absolved from its obligations under this 
contract when and to the extent that performance thereof is delayed or prevented 
by any cause reasonably beyond the control of Shell. 

12. Assignability: This contract is not assignable by Dealer or by operation 
of law, except with the written consent of Shell. 

13. Breach and Waiver: If Dealer should, at any time, breach any of the 
provisions of this contract, Shell shall have the right, at its option, to suspend 
deliveries hereunder or to terminate this contract by written notice to Dealer, 
without prejudice to any other remedies which Shell may have against Dealer 
ror such breach. Shell’s right to require strict performance of Dealer’s obliga- 
tions hereunder shall not be affected in any way by any previous waiver, for- 
bearance or course of dealing. 

14. Entirety of Contract: This contract embodies the entire agreement between 
Shell and Dealer, and there are no agreements, understandings, conditions, war- 
ranties or representations, oral or written, expressed or implied, with reference 
to the subject matter hereof, that are not merged herein or superseded hereby. 
All prior contracts between Shell and Dealer with reference to the subject matter 
hereof are hereby terminated as of the beginning date of the period hereof. 

15. Execution: Neither this contract nor any subsequent agreement amending 
or supplementing this contract shall be binding on Shell unless and until it has 
been signed by a duly authorized representative of Shell in Shell’s Division 
Office or in Shell’s Head Office in New York, New York, and a duplicate thereof, 
so signed in behalf of Shell, has been delivered to Dealer; and commencement 
of performance hereunder or under any such subsequent agreement shall not be 
construed as a waiver of this requirement. 


Service STATION LEASE 


Made this 1st day of August 1948, between the Pure Oil Company, a corporation 
organized and existing under the laws of the State of Ohio, of 35 East Wacker 
Drive, Chicago, Illinois, hereinafter referred to as Lessor, and Roy F. Martindale, 
whose address is 1980 North Main Street, Dayton 5, Ohio, hereinafter called 
Lessee, witnesseth : 

That Lessor does hereby demise, lease and let to Lessee all those certain prem- 
ises situate, lying and being in the city of Dayton, county of Montgomery, and 
State of Ohio more particuarly described as follows: Being lot numbered thirty- 
seven thousand, six hundred ninety eight (37,698) of the revised and consecutive 
numbers of lots on the revised plat of the city of Dayton, Ohio, together with the 
buildings, fixtures, equipment, tools and appliances located thereon, including 
among others the following. (See equipment inventory attached and made a 
part hereof.) 

To have and to hold for a term of six (6) months, beginning on the 1st day of 
August 1948, and thereafter for consecutive terms of six (6) months each; pro- 
vided, either party may terminate this lease at the end of any six (6) months’ 
contract period by giving to the other at least ten (10) days’ prior written notice. 

1. Lessee agrees to pay to Lessor the following rent for said premises: The 


sum of One Hundred and Fifty Dollars ($150.00) flat rental per month to be 
paid in advance. 
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Any cash rental herein provided for shall be due and payable in advance on 
or before the first day of each calendar month. Any gallonage rental herein pro- 
vided for shall be due and payable as follows: On gasoline delivered to said prem- 
ises by Lessor, the gallonage rental thereon shall be due and payable as and when 
deliveries are made to and received at said premises; on gasoline delivered to said 
premises by others than Lessor, the gallonage rental thereon shall be due and 
payable on or before the fifth (5th) day of each calendar month on all deliveries 
so made to said premises during the preceding calendar month, such payment to 
be supported by affidavit of Lessee showing the dates and amounts of deliveries 
of gasoline so made to said premises during said calendar month by others than 
Lessor. 

2. Lessee hereby acknowledges that he has had an opportunity to examine 
the leased premises, and all improvements, buildings, fixtures, equipment, tools 
and appliances situated thereon, and has received the same in good condition, 
order and repair, except as herein specified, and that no representations as to the 
condition or repair thereof have been made by Lessor. 

3. Lessee hereby covenants and agrees that he will pay all charges connected 
with the operation of said premises, including all license, permit and inspection 
fees, occupation and license taxes, and all water, gas, telephone, electrie light 
and power charges assessed, or charged on or against said premises, or Lessee’s 
use or occupancy thereof, or the business conducted thereon, and will have all 
meters and accounts for water, gas, telephone, electric light, power and other 
utilities transferred to Lessee’s name. 

4. Lessee hereby covenants and agrees that he will use the leased premises 
only as a service station for the sale of petroleum products and other merchan- 
dise customarily handled by automobile service stations; that he will not 
commit or suffer a nuisance or waste on the leased premises; that he will keep 
said premises, buildings, fixtures, equipment, tools and appliances, together 
with adjoining sidewalks, areas, alleys and entrance driveways in good order 
and repair and in a clean, safe and healthful condition; that he will comply 
with all Federal, State and local laws, rules, regulations and ordinances with 
regard to the use and condition of the leased premises; that he will make no 
permanent alterations in or additions to the buildings, structures or equipment 
upon the leased premises without the written consent of Lessor, except such 
alterations or changes in or to any equipment included in this lease as may 
be necessary for the purpose of identifying the products sold through such 
equipment; that upon the termination of this lease in any manner, he will 
surrender the premises, buildings, fixtures, equipment, tools and appliances 
to Lessor in the same condition, order and repair as when received, ordinary 
wear and tear and damage by fire or the elements alone excepted. 

5. Lessee hereby covenants and agrees that he will not assign, mortgage 
or encumber this lease in any way, or sublet the said premises, buildings, fix- 
tures, equipment, tools and appliances, or any part thereof, without first securing 
Lessor’s written consent; that he will net suffer any lien or encumbrance to 
be placed upon the leasehold hereby created, or any part thereof; and that 
he will not remove or permit to be removed from the leased premises, any of 
the buildings, fixtures, equipment, tools and appliances listed in the above 
inventory. . 

6. Lessee hereby convenants and agrees that he will indemnify, protect, and 
save Lessor harmless from and against any and all losses, damages, claims, 
liability, suits, and actions, whether in law or equity, judgments and costs, 
which shall arise from or grow out of any injury to or death of persons and 
for damage to property accruing while such persons or property are on, ap- 
proaching or leaving the leased premises, or cause or occasioned by, arising 
from, or in any manner connected with the use, maintenance, operation and/or 
condition of the said premises, buildings, equipment, tools and appliances, or 
the exercise of any right herein granted, whether sustained by Lessee, or 
Lessor, or their respective agents or employees, or any other person or persons, 
firm or corporation, which may seek to hold Lessor liable, excepting nothing 
herein shall require Lessee to be responsible for any damage or injury caused 
by Lessor’s negligence while on or about said premises. 

7. It is mutually convenanted and agreed that none of the provisions of this 
lease shall be construed as reserving to Lessor any right to exercise any con- 
trol over the business or operations of the Lessee conducted upon the leased 
premises, or to direct in any respects the manner in which any such business 
and operation shall be conducted, it being understood and agreed that the 
entire control and direction of such activities shall be and remain with Lessee. 
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It is further understood and agreed that Lessee shall have no authority to 
employ any persons as employees or agents for or on behalf of Lessor for 
any purpose, and that neither Lessee nor any other persons performing any 
duties or engaging in any work at the request of Lessee upon the leased premises 
shall be deemed to be employees or agents of Lessor. Lessee will not erect, 
maintain, nor permit any sign, insignia, or other advertising device upon or 
near the premises herein leased which would, in any way, indicate that Lessor 
is the owner or operator of the business conducted upon said premises. 

8. Lessee hereby covenants and agrees that upon the termination of this 
lease in any manner whatsoever, he will forthwith remove from the leased 
premises any equipment, tools, fixtures, containers, machinery, merchandise, 
and personal property of any description belonging to him, and should he fail 
so to do, he shall be considered to have abandoned same, and Lessor may retain 
same without accounting to Lessee therefor in any manner. 

9. Lessor shall have the right to enter the leased premises at any time, with 
such employees and equipment as it may deem necessary, for the purpose of 
examining and inspecting same, and may without any obligation, make such 
repairs, replacements, additions and/or alterations as it may deem desirable, 
provided that such right shall not be exercised in such manner as to interfere 
unreasonably with any business of Lessee conducted thereon. 

10. The waiver of any breach of any covenant, condition, or stipulation con- 
tained herein shall not be taken to be a waiver of any subsequent breach of 
the same or any other covenant, condition, or stipulation, nor shall any failure 
of Lessor to enforce rights or seek remedies upon any default of Lessee with 
respect to the obligations of Lessee hereunder, or any of them, prejudice or 
affect the rights or remedies of Lessor in the event of any subsequent default 
of Lessee. 

11. Should the leased premises be damaged by fire or the elements, Lessor 
shall repair same with all reasonable dispatch; provided, however, should 
the damage be so great as to render the premises unfit for occupancy, Lessor 
may, at its option, either terminate thislease by notice to Lessee, or restore the 
premises to the condition in which they were before such damage, in which 
event this lease shall remain in effect but rent shall abate until the premises are 
restored. 

12. Lessee hereby covenants and agrees that should he fail to pay any in- 
stallment of rent when due, or should he make any default in performance of 
any of the covenants, conditions, stipulations, and agreements herein contained, 
or should he be adjudicated a bankrupt or make any assignment for the benefit 
of creditors, or should he take advantage of any insolvency law, or should his 
interest under this lease be levied upon or sold under execution, or become vested 
in any other person, firm or corporation by operation of law, or should a receiver 
be appointed for him or for his interest under this lease, or should the leased 
premises or any part thereof be taken in appropriation proceedings or by right 
of eminent domain, then and in any such event Lessor, at any time thereafter, 
shall have the right, without notice, to enter upon the leased premises and take 
possession of the same together with all improvements, buildings, fixtures, equip- 
ment, tools and appliances situated thereon, and from time of such entry this 
lease shall terminate without further notice or action by the parties, but such re- 
entry shall be without prejudice to any right of action or remedy of Lessor 
against Lessee with respect to any breach of the provisions~of this lease by 
Lessee. Lessee does hereby waive any and all exemption, stay and redemption 
laws, including all statutory provisions as to notice to quit now and hereafter 
enacted, and does hereby agree that Lessor may pursue any remedy or remedies 
for violation of this lease or any of its covenants that may be available to Lessor, 
and the pursuit of one remedy shall not bar the pursuit of any other or additional 
remedies whether or not herein enumerated. 

13. Lessor is hereby granted a lien upon all merchandise and other property 
of Lessor now or hereafter located on the leased premises, to secure the payment 
of rent and the full performance of all obligations assumed by Lessee under this 
lease. Upon default, Lessor may, without court action, take possession of all 
such property and may sell same at public or private sale conducted after notice 
by publication in one issue of a newspaper circulated in the county in which the 
demised premises are located, such notice to state the time and place of said 
fe: provided, Lessor may sell or purchase any and all of the merchandise at 


ssor’s then current dealers’ prices without holding a sale as aforesaid and 
without notice to Lessee. 
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14. If Lessor is not the owner of the premises herein demised, then this lease 
and the estate thereby created are subject to all the terms and conditions of 
the lease or other arrangement under which Lessor is entitled to possession 
of said premises, and if for any reason whatsoever, Lessor’s tenancy is canceled, 
terminated or surrendered, then this lease shall automatically terminate and 
end without further act of either of the parties hereto and without any liability 
on the part of Lessor. 

15. It is mutually understood and agreed that there are no understandings or 
agreements, written or oral, expressed or implied, between the parties hereto, 
regarding the subject matter of this agreement except as herein set forth; and 
no alterations or additions to this agreement shall be binding upon Lessor unless 
in writing and signed by a Zone Manager of Lessor. 

16. This lease cancels and supersedes any lease or other agreement between 
the parties hereto with reference to the possession of the leased premises. 

17. Any notice provided for herein shall be considered as properly given by 
Lessee if mailed or delivered to Lessor at the address of its Zone office shown 
below, and by Lessor if mailed or delivered to Lessee at the leased premises. 

18. This agreement shall not become effective or be binding on Lessor unless 
and until signed by its Zone Manager, and beginning of performance hereunder 
shall not be a waiver of this provision. 

IN WITNESS WHEREOF the parties have caused the due execution of this 
agreement the date first above written. 


Witness: W. MARTIN. 
Witness: J. S. Jones. 
THE Pure Ort Company, Lessor. 
, Zone Manager, 
810 Test Building, 
Indianapolis, Ind. 
Ray F. MARTINDALE, Lessee. 


ene 


THe Pure Or CoMPANY 


DEALER CONTRACT—GASOLINE, MOTOR OILS AND AUTOMOTIVE LUBRICANTS, TIRES AND 
TUBES, BATTERIES AND OTHER MERCHANDISE 


AGREEMENT, made this 1st day of August, 1948, between THE Pure O11 Com- 
PANY, a corporation, hereinafter called Seller, and Roy F. Martindale of Street 
and No. 1980 North Main Street, City Dayton 5, State Ohio, hereinafter called 
Buyer, WITNESSETH : 

Seller agrees to sell and deliver to Buyer, and Buyer agrees to purchase and 
receive from Seller, at Buyer’s place of business shown above, gasoline, motor 
oils, and automotive lubricants, hereinafter referred to as “petroleum products,” 
and tires and tubes, batteries, and other merchandise, hereinafter referred 
to as “merchandise,” in the quantities, for the prices, and subject to the terms 
and conditions, as follows: 

1. QuaANtTIry. The quantity of gasoline to be purchased and delivered hereunder 
shall be as ordered by Buyer, but Seller shall not be obligated to sell and deliver 
to Buyer more than 15,000 gallons in any calendar month. 

The quantity of motor oils and automotive lubricants to be purchased and 
delivered hereunder shall be as ordered by Buyer, but shall not be more than 
5,000 gallons of motor oils and 5,000 pounds of automotive lubricants per year. 
Seller shall not be obligated to sell and deliver to Buyer more than one-eighth 
(14) of the said quantity in any one calendar month. 

The quantity of tires and tubes, batteries, and other merchandise to be pur- 
chased and delivered hereunder shall be as ordered by Buyer, but Seller shall 
not be obligated to sell and deliver to Buyer during any calendar month more 
than (measured by the purchase price to be paid Seller) $150.00 of tires and 
tubes, $50.00 of batteries, and $150.00 of all other merchandise. 

2. PETROLEUM PRODUCTS AND MERCHANDISE. The gasoline to be purchased here- 
under shall be Seller’s Pure-Ethyl, Pure-Pep, Woco-Pep and/or Xcel brands; 
provided, however, that if Seller does not sell any of said brands in the territory 
where Buyer is located, or should hereafter discontinue the sale of any of said 
brands, such brands shall be deleted from this contract, but if Seller 
shall hereafter market in said territory any other brand in place of or in addi- 
tion to those mentioned herein, such brand shall be supplied to Buyer hereunder. 

The motor oils and automotive lubricants to be purchased hereunder shall be 
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those shown on Schedule “A” attached hereto. Buyer agrees to market all 
motor oils and automotive lubricants purchased from Seller under this agree- 
ment under the proper brands, trade names and trade marks of Seller. Seller 
reserves the right to change, modify or alter its brand names or discontinue the 
sale of any motor oils and automotive lubricants covered by this agreement and/or 
may change or modify the specifications of such motor oils and automotive 
lubricants. 

Tires and tubes, batteries, and other merchandise (exclusive of gasoline, 
motor oils and automotive lubricants) to be purchased hereunder shall be those 
currently offered for sale by Seller in the territory where Buyer is located, such 
merchandise being more specifically enumerated in dealer price lists issued by 
Seller, current copies of which price lists are attached hereto. Seller shall have 
the right from time to time to revise said dealer price lists, both as to merchandise 
and prices. 

3. Prices. For gasoline, Buyer shall pay an amount per gallon which shall be 
SeHer’s official price, applicable to dealers of Buyer’s classification, for the grade 
or brand delivered, in effect at the time and for place of delivery as posted at 
Seller’s bulk plant from which deliveries are made. 

For motor oils and automotive lubricants, Buyer shall pay an amount per 
gallon or per pound, as the case may be, in accordance with Seller’s prices and 
discounts for the grade or brand delivered, in effect at the time and for place 
of delivery, such prices and discounts now in effect being set forth in Schedule 
“A” attached hereto and made a part hereof. Seller’s prices and/or discounts 
on all motor oils and automotive lubricants covered hereby are subject to change 
without notice. In the event of any change in Seller’s prices and/or discounts 
that result in a higher net price to Buyer, Buyer shall be entitled to purchase 
for a period of thirty (30) days following such change, quantities of such motor 
oils and automotive lubricants not in excess of Buyer’s average monthly purchases 
under this agreement at Seller’s prices and discounts current before such change. 

For tires and tubes, batteries, and other merchandise (exclusive of gasoline, 
motor oils, and automotive lubricants) Buyer shall pay the prices shown on 
Seller’s current dealer price lists to be issued from time to time, subject to dis- 
counts applicable to dealers of Buyer’s classification current at the time of 
sale and delivery. Dealer price lists attached hereto are Seller’s current prices 
for said tires and tubes, batteries and other merchandise, and are subject to 
change by Seller without notice to Buyer. 

4. TeRM oF ContTrRAcT. This agreement shall continue in full force and effect 
for a period of five (5) years commencing on the ist day of August, 1948, and 
shall continue from year to year thereafter until cancelled by either Seller or 
Buyer giving to the other written notice of such cancellation thirty (30) days 
prior to the expiration of the first contract period or any subsequent yearly 
period; provided, however, Seller may at any time cancel this agreement by 
giving ten (10) days’ written notice of such cancellation. Notice may be given 
by mail, and if by mail, the date of service shall be the date on which it is 
deposited in a United States Post Office properly stamped and addressed. 

5. OTHER PROVISIONS. The OTHER PROVISIONS OF AGREEMENT printed on the 
reverse side of this instrument are incorporated herein and made a part hereof. 

All notices under or inquiries regarding this agreement shall be addressed to 
Seller at its zone office at Indianapolis, Ind., and to Buyer at the above address. 

In witness whereof the parties have hereunto affixed their signatures the day 
and year first above written. 

THE PurRE O11 Company, Seller. 
Mictphiedatide dir , Zone Manager, 
Witnesses: W. Mantin. 


Roy F. MARTINDALE, Buyer. 
Witnesses: J. D. Jones. 


OTHER PROVISIONS OF AGREEMENT 


The terms of payment for purchases under this agreement shall be as directed 
from time to time by Seller’s Credit Department. 
Existing taxes or any additional taxes, inspection fees or other charges levied 
by any Governmental authority on the sale and/or manufacture of gasoline, motor 
oils and lubricants, tires and tubes, batteries and other merchandise herein men- 
tioned shall be for the account of Buyer, and if Seller shall be required to pay 


any such tax, fee or charge, the amount thereof shall be added to the purchase 
prices designated above. 
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Seller agrees to fill all orders with reasonable promptness, but shall not be liable 
for losses, damages or otherwise for any delay or failure in delivery caused by or 
resulting from fire, storm, flood, acts of God, war, interference of civil or military 
authority, rebellion, riot, strikes, differences with workmen, failure of carriers to 
transport or furnish facilities for transportation, shortage of tank cars or other 
transportation facilities, partial or total interruption of transportation, or when 
facilities of production, manufacture, transportation or distribution which other- 
wise would be available are impaired by any requisition, order or request, whether 
valid or invalid, of any government or acting authority or governmental agency, 
failure of or interference with supply from Seller’s present sources, or any cause 
whatsoever beyond the control of Seller, whether similar to or dissimilar from 
the causes herein enumerated. If any such cause results in the reduction of 
tanker or barge tonnage available to Seller for the normal movement of crude 
petroleum, refined petroleum products or the petroleum products and/or mer- 
chandise covered by this agreement under normal freights, insurance and other 
costs, then the obligation to make deliveries hereunder may, at Seller’s option, 
be reduced or discontinued. Seller shall not be required to deliver any quantities 
of petroleum products and/or merchandise omitted on account of any of such 
causes. 

Seller’s undertaking to supply the petroleum products and merchandise as 
herein provided is expressly made subject to any Federal, State or other gov- 
ernmental law or regulation, whether valid or invalid, which may now be or may 
hereafter become effective, which will restrict, limit or control Seller in the 
supply or price thereof. 

Failure of Seller to require strict performance by Buyer hereunder, or any 
course of dealing between the parties hereto, shall not be deemed a waiver of any 
of the terms or conditions hereof. 

This agreement shall be binding upon the heirs, successors and assigns of the 
parties hereto, but no assignment shall be made by Buyer without Seller’s consent 
first obtained in writing. 

This written contract contains all the terms of the agreement between the 
parties and any oral or written conditions or understandings, additional to or at 
variance with the foregoing, are hereby waived and released. This contract 
supersedes and cancels all prior agreements between the parties respecting the 
purchase and sale of the petroleum products and merchandise herein named. 

Any provision contained in Seller’s dealer price lists on tirés and tubes, bat- 
teries, and other merchandise herein referred to, heretofore or hereafter issued 
by Seller, pertaining to offer and acceptance, shall not be applicable insofar as 
this agreement is concerned. 

It is the intention of Seller and Buyer that the obligations of the respective 
parties pertaining to the sale and purchase of gasoline, motor oils and auto- 
motive lubricants, tires and tubes, batteries, and other merchandise, respectively, 
shall be considered separate and divisible, and this agreement shall be construed 
as separate and divisible as to each of said articles respectively. 

This agreement shall not become effective or obligate the Seller unless and until 
signed by its zone manager, and beginning of performance hereunder shall not 
be a waiver of this provision. 





Tuis Lease made this 8th day of June A. D. 1949, by and between THE 
ATLANTIC REFINING CoMPANY, a Corporation of the Commonwealth of Pennsyl- 
vanid, erecimeroer Cirnod RIONBOE, MN oe ee et aenee 


OC Se raed neta oes ee CN A ad oie a " 
UE a nn hciiartnenlenteses pierce onal , hereinafter called Lessee : 
WITNESSETH : 


The Lessor hereby leases to the Lessee for a term of One (1) Year beginning 
on the 1st day of July 1949, and ending on the 30th day of June 1950, a parcel of 
land at Gloucester and Union Streets in the —~-__-_--_--___-______- County of 
Sanieniatbieetatnehohkm bleed State of __.__...._..._________, more particularly described 
as follows: The Lessee shall pay the rent for the leased premises at the rate of 
One and one-fourth Cent (14%4¢) on each gallon of gasoline delivered to the 
leased premises, said rental to be payable at the time of delivery of said gaso- 
line; provided that the minimum rental shall be One Hundred Twenty-five 
Dollars ($125.00) per month. Lessee shall pay to ATLANTIC any deficiency 
under the amount due on or before the twentieth of the month following that 
in which the rent was due. 
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Together with all the improvements thereon, and all the equipment and appa- 
ratus used in connection with the gasoline service station located on said prem- 
ises, including specifically all the items listed in a schedule attached hereto and 
made a part hereof. 

The Lessee shall pay all charges for telephone service and for water, gas, and 
electricity consumed or used by Lessee, and all expense of heating; and shall 
also pay all privilege, license, and/or other municipal charges levied against the 
Lessee or against the leased premises by reason of the conduct of Lessee’s busi- 
ness upon the leased premises. 

The Lessor shall be responsible for the payment of all taxes, asSessments, or 
other governmental’ or municipal charges levied or assessed upon the leased 
premises. 

It is agreed that the Lessee shall make all repairs or replacements as are 
needed to any of the improvements, equipment, or apparatus located at the 
station, and keep the same in a satisfactory, safe, and operating condition. In 
case any of the equipment or apparatus is lost, stolen, or damaged, except by 
fire or other unavoidable casualty, the Lessee will replace the same at his own 
cost and expense. 

The Lessee shall not install any electrical appliances of any kind on the prem- 
ises, including radios, vulcanizers, and similar apparatus without complying 
with the rules and regulations of the Fire Underwriters’ Association. 

The Lessee shall not install any gambling devices, or conduct on the premises 
any business or the sale of any products in violation of any local, state or federal 
laws. 

Lessee assumes and agrees to be responsible for full and exclusive control of 
premises and equipment thereon, and agrees to indemnify and save Lessor harm- 
less from and against any and all claims, suits, actions, damages, and/or causes 
of action for any personal injury, loss of life and/or damage to property sus- 
tained in or about the leased premises or the building or improvements thereon, 
or the appurtenances thereto, or upon the adjacent sidewalks and streets during 
the term of this lease, and from and against all costs, counsel fees, expenses and 
liabilities incurred in and about any such claims, the investigation thereof, or the 
defense of any action or proceeding brought thereon, and from and against any 
orders, judgments and/or decrees that may be entered therein. Lessee further 
covenants and agrees to procure for the benefit of Lessor, at Lessee’s own cost 
and expense and from companies satisfactory to Lessor, such insurance up to 
$25,000/50,000 limits, as Lessor may deem necessary for its protection under 
the provisions of this paragraph. 

Lessee covenants and agrees that throughout the term of this lease, Lessee 
will, at Lessee’s own expense. promptly observe and comply with all the laws, 
orders, regulations, rules, ordinances and requirements of the Federal, State, and 
Municipal Governments and authorities, and also with the rules and requirements 
of all insurance companies writing policies covering the leased premises or any 
part thereof. 

Lessee shall not assign this lease, nor sub-lease the whole or any part of the 
leased premises, nor make any alternations therein, without written permission 
from Lessor. 

At the expiration or earlier termination of this lease, Lessee shall deliver up 
the leased premises, improvements, and equipment to Lessor in as good condition 
as they are now in, ordinary wear and tear, damage by fire, and other unavoid- 
able casualty excepted. 

It is further agreed that this lease is subject to the terms and conditions of any 
existing lease or contract governing the Lessor’s rights to the demised premises ; 
and that the Lessee hereunder shall in no event have or claim any right of pos- 
session or occupation of said premises at variance with the terms, or beyond 
the period of Lessor’s right thereto; anything in this lease, or any extension 
hereof, to the contrary notwithstanding. 

If Lessee shall fail to make any payment of rent hereunder for ten (10) days 
after the same shall fall due, or shall fail to perform any of the Lessee’s obliga- 
tions hereunder or shall violate any condition herein contained, Lessor, at its 
option, may immediately terminate this lease and at any time thereafter re- 
enter said premises and expel Lessee therefrom, without prejudice to other 
remedies. Whenever this lease shall terminate, either by lapse of time or by 
virtue of any of the express stipulations herein contained, Lessee hereby waives 
all rights to any notice to quit possession, as prescribed by any statute relating 
to summary process. 


65262—55—pt. 1-8 
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Upon the expiration of the original term of this lease, as hereinabove provided, 
the same shall thereafter continue in full force and effect from year to year 
upon the same terms and conditions. Provided, however, either party may term- 
inate this lease at the end of any term by giving at least thirty (30) days prior 
thereto written notice to the other of intention to so terminate this lease. 

All promises, undertakings, covenants and agreements made in this lease 
by the Lessor and/or the Lessee shall be binding upon and shall inure to the 
benefit of the Lessor and Lessee and their respective heirs, executors, adminis- 
trators, successors and assigns. 

In witness whereof, the parties hereto have executed this instrument the day 
and year first above written. . 

Signed, Sealed and Delivered 
in the Presence of: 













THE ATLANTIC REFINING COMPANY. 


Regional Manager of Marketing. 











AMERICAN AMOCO GAs DEALER AGREEMENT 







The American Oil Company, a Maryland Corporation, hereinafter called Amer- 
ican, hereby contracts with ___-----_----------- Ps SSL ea , here- 
inafter called Dealer, as follows: 


Products and duration of contract 

1. American does hereby agree to sell to dealer, and dealer does hereby agree 
to purchase from American, AMOCO-Gas, American Gas and other grands of gaso- 
line and motor fuel marketed by American at the time and place of delivery 
hereunder, and American’s lubricating oils, greases, kerosene and other petroleum 
products, and motor alcohol and anti-freeze preparations, for resale upon the 
premises of Dealer at No. ~---~.2+---242u 2+ aL Street, sic. dite ainsi 
State Of 250i ee , during a period of six months beginning January 
13, 1951, and thereafter from 6 months to 6 months unless terminated by dealer 
at the expiration of the original term of mos or any subsequent 6-month period 
upon ten (10) days’ prior written notice from dealer to American. 
















Prices 

2. AMOCO-Gas, American Gas, ete. : Dealer agrees to pay American for AMOCO- 
Gas, American Gas and other grands of gasoline and motor fuel supplied here- 
under the full posted tank wagon price of American as established by American 
from time to time for purchases by dealers at the time and place of each delivery 
for the particular product supplied hereunder. 

Lubricating oils, greases, motor alcohol, and antifreeze preparations: Dealer 
agrees to pay American the full posted dealer price as established by American 
at the time and place of each delivery for the lubricating oils, greases, and other 
petroleum products, and motor alcohol and antifreeze preparations supplied 
hereunder. 

Kerosene: Dealer agrees to pay American the posted tank wagon price as 
established by American from time to time at the time and place of each delivery 
for the kerosene supplied hereunder. 

















Tazes, etc. 

3. Dealer agrees to assume and pay to American all taxes, duties and other 
charges with respect to the manufacture, sale, delivery or use of said products, 
which American may be required to pay or collect under any municipal, state 
or federal law now in effect or hereafter enacted. All such taxes, duties and 
other charges shall be paid by dealer to American at the time of payment for 
products supplied hereunder and shall be added to invoices therefor. 










Terms 

4. Dealer agrees to pay for the products supplied hereunder in cash at time 
ef delivery. If American shall extend credit to dealer, American reserves the 
right to withdraw such credit at any time, and demand cash payments on 
delivery. 
Force majeure 


5. American agrees to make deliveries of the products purchased by dealer 
hereunder with reasonable promptness, but American shall not be liable for any 
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delay or failure to deliver due to acts of God, fire, accidents, strikes, riots, inter- 
ruptions or delays in transportation, orders of the President of the United States 
or of any governmental agency, failure to obtain from normal] and usual sources, 
either partially or totally, the products above described or the crude materials 
from which they are obtained, or any other cause beyond the control of American 
or its affiliated companies. 


Entirety of contract 


6. This agreement, which includes Paragraphs 7, 8 and 9 on the reverse side 
hereof, embodies all arrangements between the parties hereto relative to the 
subject matter hereof and shall not be modified, changed or altered in any 
‘respect except in writing signed by dealer and by American; and shall be binding 
upon and inure to the benefit of the heirs, personal representatives, successors 
and assigns of the parties hereto. 

Dated this thirteenth day of January 1951. 


Witness : THe AMERICAN O11 COMPANY, 


REOIGR: aoe ode a ne 
Dealer. 


Suspension of deliveries 


7. Upon the failure or refusal by Dealer to comply with the requirements 
hereof American shall have the right to suspend deliveries pending such failure 
or refusal, or American may terminate this agreement. The suspension or termi- 
nation of this agreement because of the failure of the Dealer to perform any of 
the agreements herein contained shall not in anywise prejudice American’s other 
rights hereunder. 


Cancellation 


8. It is agreed that American shall have the right, at its option, to cancel this 
agreement at any time by giving Dealer ten (10) days’ prior written notice of its 
election so to do. 


Equipment 


9. American agrees to lend to Dealer the following equipment now installed and 
to be maintained upon the aforesaid premises of Dealer, subject to the following 
terms and conditions: 

(@) That the said equipment and facilities shall be used solely in connection 
with the storage, handling and/or sale of petroleum products purchased from 
American. 

(6) That said equipment and facilities and all appliances connected therewith 
shall at all times be and remain the property of American, and Dealer will not 
damage, encumber or remove said equipment or do any act or thing whereby 
the title of American thereto may be prejudiced or affected in any way. 

(¢) That Dealer will maintain said equipment and facilities in good condition 
at his own expense and shall pay all licenses, taxes or other charges assessed or 
levied upon said equipment or upon the use thereof. 

(dq) That American may remove all or any part of said equipment and facili- 
ties at any time following any breach of or termination of this contract upon 
written notice to Dealer of any such breach or termination. After such notice 
is given, American may enter at any time upon the premises and remove and 
retake all the equipment, with or without legal aid, and shall not be responsible 
for any loss, damage and/or injury occasioned by such removal. 

(e) The Dealer shalt indemnify and save harmless American, its successors 
and assigns, of and from any and all liability or claims for loss, damage or injury 
to persons or property (including, but not by way of limitation, Dealer, his agents, 
servants, employees and representatives, or the property of any of them), caused 
or oecasioned by the use of said equipment or by the leakage, fire or explosion 
of any product stored in or contained in or drawn through said equipment and 
facilities, or otherwise, whether due to imperfection in said equipment and 
facilities or any part thereof, latent or patent, or to any fault in the installation 
thereof, whether the same arises from negligence or otherwise. It is understood 
that American makes no warranty whatsoever as to the condition or fitness for 
use of the equipment and facilities covered hereunder. 
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(f) The foregoing terms and conditions shall be applicable to any additional 
or substituted equipment which may be loaned by American to Dealer for use 
upon the aforesaid premises. 


LANDLORD’S CONSENT 


The undersigned, owner of the premises referred to in the foregoing contract, 
hereby agrees for himself, his heirs, personal representatives, successors and 
assigns, that all equipment and facilities or any and all parts thereof and equip- 
ment used in connection therewith, heretofore or hereafter installed upon the 
said premises by the American Oil Company or acquired by said Company from 
any predecessor in title, shall at all times be deemed personal property and may’ 
be removed by the American Oil Company, its successors or aSsigns, or its or their 
representatives at any time without notice to the undersigned, the undersigned 
hereby waiving all right to levy or distrain thereon for rent or otherwise. 

Witness: 


Owner. 


(Address ) 


Amoco DEALER CONTRACT 
PURCHASE OF CREDIT ACCOUNTS 


This agreement, made this thirteenth day of January 1951, by and between 
the American Oil Company, herein referred to as “American” and 
calla cnt ce T/A, of State of , herein referred 
to as “Dealer”; witnesseth : 

Whereas American has issued credit identification cards to certain persons 
having a recognized credit standing, and Dealer wishes to sell on credit to the 
holders of such cards: Now, therefore, it is agreed as follows: 

1. American will pay, or, at American’s option, credit Dealer with the price 
at which Dealer sells American’s branded products and such other merchandise 
and services as American may from time to time designate, upon presentation 
to American of properly authenticated delivery ticket for same and an assign- 
ment of Dealer’s account therefor with Dealer’s customer. Payment of or credit 
for such delivery tickets will be made only if sales have been made pursuant 
to all the terms and conditions of this contract and the terms and conditions of 
said credit identification card, and if they are presented within ten (10) days 
of date of sale, properly completed and accompanied by proper assignment. 
Delivery tickets must show name and address of Dealer and his customer, the 
date of sale, the kind and quantity of merchandise sold and services rendered, 
the prices charged by Dealer, number of customer’s credit card, license number 
of motor vehicle supplied or servieed, which must correspond with license num- 
ber on the credit card (credit cards not bearing a motor vehicle license number 
are not to be honored by Dealer), an itemized statement of the products sup- 
plied and services rendered, and must be signed by the registered holder of the 
credit card. American reserves the right to reject or to reassign to Dealer and 
charge the account of Dealer with the amount of any delivery tickets not meet- 
ing the foregoing requirements, or which are made out after expiration date of 
the credit card, or after notification to Dealer of American’s revocation of the 
eredit card, or which cover sales not proved to American’s satisfaction, or which 
are not free from offset, dispute or other objections, and Dealer agrees to reim- 
burse American for any delivery tickets reassigned by it. Any failure on Amer- 
ican’s part to require strict performance of the above conditions shall not be 
deemed a waiver thereof. 

2. The duration of this agreement is limited to the terms and renewal periods 
of a separate contract under which Dealer purchases American’s branded prod- 
ucts for resale at the premises above mentioned, and this agreement may be 
terminated by either party immediately upon written notice to the other. 

3. This agreement cancels and supersedes all prior agreements and under- 
standings between the parties hereto pertaining to the handling of charge 
accounts. 
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In witness whereof, the parties hereto have caused these presents to be executed 
the day and year aforesaid. 
THE AMERICAN Or COMPANY, 
MyGen a, 


Witness: 


LEASE 


This lease, made this thirteenth day of January 1951, by and between the 
American Oil Company, a Maryland corporation (hereinafter called “Lessor” ) 
ONG’) 2 a esis (hereafter called “Lessee’’) : 

Witnesseth : In consideration of the mutual covenants and agreements here- 
inafter set forth, Lessor hereby leases to Lessee that certain gasoline service 
station located at 1222-2 22 i; Sie ‘City OF isco F 
Cee 8 oe a , together with 
the improvements thereon and all the equipment and apparatus used in con- 
nection with the gasoline service station located on said premises, including 
specifically the equipment listed on Form 96-S dated 
Beth ns attached hereto and made a part hereof. 

To have and to hold for a term of six (6) months beginning the thirteenth 
day of January 1951, and thereafter for consecutive terms of six (6) months 
each, subject to termination by either party at the end of any six-month term 
upon ten (10) days’ prior written notice to the other. It is further under- 
stood and agreed that if Lessor is not the owner of the premises herein demised 
then the within lease and the estate created hereby are subject to all of the 
terms, provisions and conditions of the lease or other arrangement under which 
the Lessor has been occupying said premises, and if for any reason what- 
soever, and with or without the consent of Lessor, Lessor’s tenancy is cancelled, 
terminated or surrendered, then the within lease shall be automatically termi- 
nated and cancelled without further act of either of the parties hereto and 
without any liability on the part of Lessor. 

The demised premises shall be used solely for the purposes of a gasoline service 
station and for the sale of automobile supplies and accessories. All taxes 
(except real estate taxes and assessments), licenses or other charges which 
may be assessed against the premises or in connection with the business con- 
ducted thereon, shall be paid by the Lessee. 

Lessee agrees to pay Lessor as rent for said premises, an amount equivalent 
to one cent (1¢) per gallon on all gasoline and/or motor fuel delivered to 
said premises for resale, payable at the time of delivery; provided, however, 
that the rental so paid during any month shall not be less than a minimum 
rental of Two Hundred Dollars ($200.00) and if the gallonage rental is less 
than such minimum rental the difference shall be paid on or before the 10th 
day of the following month. Lessor shall have access to Lessee’s records for 
the purpose of determining the rent payable hereunder. Lessee shall give to 
Lessor on or before the 10th day of each month a statement showing all deliv- 
eries of gasoline and/or motor fuel delivered to said premises for resale during 
the preceding month and shall give Lessor access to its books and records and 
permit Lessor to take pump meter readings at reasonable intervals in order 
to check the accuracy of said statements. However, minimum rental shall be 
$180.00 per month for six months from January 13, 1951. 

And it is further agreed that if Lessee shall make default in the payment 
of the rent reserved hereunder or any part thereof, or in the event of breach 
of any of the covenants or agreements herein contained, to be kept by the Lessee, 
or in the event of the bankruptcy or insolvency of the Lessee, or in the event 
of the condemnation of the whole or any part of the demised premises, or in 
the event Lessee abandons the premises, Lessor may terminate this lease by 
giving Lessee written notice of its intention so to do and the Lessor shall 
have the right to re-enter the demised premises either with or without process 
of law, and remove all persons and property therefrom either by summary 
dispossess proceedings or by any suitable action or proceeding at law or by force 
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or otherwise without being liable to indictment, prosecution or damage therefor. 
The premises shall be deemed abandoned if during any period of twenty-four 
(24) consecutive hours the said gasoline service station is not open for the sale 
of gasoline or motor fuel. Notice hereunder shall be deemed to have been 
given when delivered to the Lessee personally or when left at the demised 
premises or when mailed United States registered mail, addressed to the Lessee 
at the demised premises. Lessee hereby waives any right or interest in any 
condemnation award. 

And it is further understood and agreed that the waiver by Lessor of any 
breach or default in the performance by Lessee of any of the terms, covenants, 
conditions or provisions hereof on the part of Lessee to be done and per- 
formed hereunder shall be limited to the particular breach or default and shall 
not be deemed or construed as a waiver of any subsequent or continuing breach 
or default of the same terms, covenants, conditions and provisions hereof. 

This agreement embodies the entire arrangement between the parties hereto 
relative to the subject matter hereof and shall not be modified, changed or 
altered in any respect except in writing signed by each of the parties hereto. 

This lease shall be binding upon Lessor only when duly signed on its behalf 
by its Vice President or its General Manager. 

The terms and conditions on the back hereof are a part of this contract. 

As witness the signatures of the parties hereto the day and year first above 
























written. 

Attest: Tue AMERICAN Ort CoMPANY, 
Fe eine eens ote IG iodine ent gee oe ieee ihn, 
Witness : Vice President. General Manager. 











Lessee agrees to keep the premises and equipment in good order and re- 
pair, and Lessee assumes and agrees to be responsible for full and exclusive 
control of premises and equipment thereon, and agrees to indemnify and save 
Lessor harmless from and against any and all claims, suits, actions, damages, 
and/or causes of action for any personal injury, loss of life and/or damage to 
property sustained in or about the leased premises or the buildings or im- 
provements thereon, or the appurtenances thereto, or upon the adjacent side- 
walks and streets, during the term of this lease, and from and against all 
costs, counsel fees, expenses and liabilities incurred in and about any such 
claims, the investigation thereof, or the defense of any action or proceeding 
brought thereon, and from and against any orders, judgments and/or decrees 
that may be entered therein. 

Lessee hereby covenants and agrees to pay the rent as aforesaid, to assume 
and pay all bills and charges for electricity, gas and water used upon the prem- 
ises and all other charges incident to the conduct of Lessee’s business upon the 
premises, and to comply with all rules and regulations of the public authorities 
relative to the use of said premises. Lessee agrees to replace at his own cost 
and expense any equipment which may be lost, stolen, broken, or otherwise de- 
stroyed through no fault of Lessor and not do or permit anything to be done 
on or about said property which will increase the rates of insurance thereon. 
Lessee further agrees that no improvements or alterations to said property shall 
be made by Lessee without obtaining prior written consent of Lessor. 
agrees that upon the expiration or termination of this lease, the premises and 
the buildings and equipment thereon shall be surrendered forthwith to Lessor 
in as good condition as at the date hereof, reasonable wear and tear expected. 
Lessee shall not assign this lease or sublet any portion of the demised premises 
without the prior written consent of Lessor. 






























EQUIPMENT 











As a further consideration for Lessor’s entering into the attached lease agree- 
ment with Lessee, Lessee agrees that it will not erect on or place or permit to 
be erected or placed upon the demised premises any building, sign, sign struc- 
ture, fixture or other form of appurtenance without first having secured in writ- 
ing the approval of Lessor’s Division Engineer as to the plans, specifications, size 
and location thereof, and the manner by which such structures, fixtures or ap- 
purtenances are to be attached to or placed upon the demised premises. 
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Amoco DEALER AGREEMENT 
TIRES, BATTERIES, ACCESSORIES 


This agreement, made this thirteenth day of January 1951, between the 
American Oil Company, a corporation of the State of Maryland, hereinafter called 
“Apeerican”, B90 o42jncc~<onneden=eer , hereinafter called “dealer”. 

Witnesseth : American agrees to sell and deliver to dealer, and dealer agrees 
to purchase from American, take and pay for, dealer’s requirements of American’s 
brands of tires, tubes, batteries and accessories for resale from the premises at 

Prices: The price payable by dealer to American shall be American’s dealer 
price on such purchases in effect at time and place of delivery. Said dealer 
price of American shall be subject to change at any time without notice, and, 
in the event of any change, American shall not be liable for or required to make 
any adjustment in billing on any merchandise purchased by dealer prior to any 
such change in price. 

Terms: All tires, tubes, batteries, and accessories delivered under this contract 
shall be for cash upon delivery, or upon such terms as may be authorized by 
American’s credit manager. 

Warranties: American shall provide dealer with warranty certificates cover- 
ing American’s brands of tires and batteries. Dealer shall issue such certifi- 
eates to car owners properly entitled to receive the same and shall make adjust- 
ments to car owners, on claims properly presented by them, in accordance with 
their rights under such certificates. In all cases where dealer makes such an 
adjustment with a car owner, dealer shall, on application, receive an adjust- 
ment from American according to current terms applicable thereto. 

Independent contractor: Dealer shall act as independent contractor under this 
agreement and shall have no authority to obligate American on any contract or 
to bind its credit in any respect whatsoever. 

Force majeure: American shall not be responsible for delays, failures, or omis- 
sions hereunder, wheresoever arising, and which cannot be overcome by the 
exercise of due diligence, whether caused by strikes, lockouts, labor disturb- 
ances, riots, epidemics, interference by civil or military authorities, legal or 
de facto, accident, explosion, embargo, quarantine, failure of, interference with, 
or limitations upon manufacture of tires, tubes, batteries and accessories, acts 
of God, interruptions in transportation by common or contract carrier, or any 
other cause beyond its control. 

Term: This agreement shall become effective January 13, 1951, and shall con- 
tinue thereafter until terminated by either party upon not less than ten (10) days’ 
prior written notice from either to the other. 

As witness the signatures of the parties hereto the day and year first above 
written. 


The American Oil Company, 


(As to dealer) 

Mr. Snow. I will comment that in every instance the term of the 
lease is only 6 months or 1 year. 

That concludes my statement at the present time, Mr. Chairman. 

Mr. Roosevett. Thank you, Mr. Snow. 

Is Mr. Tom Hipple in the room ? 

Mr. Hipple, raise you right hand. 

Do you swear that the testimony you are about to give before this 
committee is the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Hirrte. I do. 
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TESTIMONY OF THOMAS E. HIPPLE 


Mr. Roosrvett. You may be seated, Mr. Hipple, but if you would 
speak loud enough so that the people in the rear of the room can hear 
you, I would appreciate it. 

Woud you give your full name and address and occupation to the 
reporter ? 

Mr. Hiprte. Mr. Chairman, it is my intention to testify partly 
from prepared material and also from notes and memory. I have 
copies of the prepared material here. 

Mr. Chairman and members of the committte, my name is Thomas 
E. Hipple, Sr., of Detroit, Mich. 

I first entered the employ of Standard Oil Co., Indiana, in August 
1923 as a service-station attendant. After working for 3 years as a 
company-owned-station operator I joined the sales department as a 
salesman calling on gasoline dealers. In 1936 I was appointed special 
representative in charge of a sales group in Detroit at the time com- 
pany stations were leased to the former operators and others. 

For several years I was a part of the Standard Oil method of im- 
posing its will on lessees of company-leased stations. 

I would like to enlarge on that a little bit. 

As a point of information, from 1936 until 1940 I directly super- 
vised the activities of salesmen who were calling on and soliciting 
orders and carrying on company business with lessee operators of 
stations. 

From about 1940, or about September 1940, until about the middle of 
1942, I was lease representative in the same area. At the end of 1943 
I became special representative in charge of the TBA department 
which is tires, batteries, and accessories, in the- Detroit division. 

I continued in that capacity from December of 1943 until January 
or February the Ist of 1945. 

In January 1945, for family reasons—sickness, financial worries— 
I received permission from Mr. P. A. Raupagh, the Detroit manager 
of Standard Oil at that time, to operate a leased station at Grand 
River and MeNickols in Detroit. I was granted a 1-year lease after 
resigning from company employ. 

At the expiration of my first lease period I was granted an extension 
of 6 months until July 31, 1946. 

On July 3, 1946, and before another extension of 6 months was 
made, I was requested to come to Standard Oil’s main office in De- 
troit by Mr. W. C. Love, the assistant manager. : 

In the presence of Mr. William Locke, the sales manager, Mr. Love 
tried to dnd some fault with my operation of the station and ended 
up by accusing me of swearing over the telephone when I ordered 
gasoline and that I was bribing my salesmen to get more than my 
allotment of Atlas tires which were allocated to dealers at the time. 
Before I left he picked up a lease from his desk and said, “I have your 
lease right here.” 

Shortly after this incident I joined the Retail Gasoline Dealers 
Association of Michigan and became active in that organization. 

In January of 1948, when I was operating on a 16-month lease— 
IT might pause to say that during the period that I leased the service 
station from Standard Oil Co., the lease periods varied anywhere 

from 6 months to a year or up to as long as the 16-month period— 
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Mr. William Gallagher of Detroit, who was TBA representative of 
Standard Qil Co. at that time, called at my station with two other 
men from Atlas Supply Co. 

At least, that is how they identified themselves. 

They expressed considerable interest. in the fact that we stocked 
and sold fuel pumps and carburetors, also wiper blades and arms, 
thermostats, ignition parts, and seat covers, also other accessory items, 
I might add. 

We had found that these items helped our business and we had 
increased our gasoline and motor oil sales more than 100 percent over 
the previous operator. 

ithin a few days a new salesman from Standard Oil, a Mr. F. B. 
Morgan, was assignd to my station and more trouble began. He said, 
“This man Mr. Love is after you and I have been told to get all com- 
petitive merchandise out of your station.” 

He said, “We want you to sell Atlas tires and batteries.” 

I replied, “We do when we can get them.” 

It was always advisable in those days to have other sources of 
supply because of the fact that you couldn’t always get these items 
from the regular source. 

Mr. Morgan removed our charts and sales information in my 
absence and told me, “I want Atlas battery cables in the lube room.” 
He said, “I want Philco radios on display; I want Atlas fan belts on 
the back wall; I want Atlas tubes in the showcase; I want all com- 
petitive merchandise out.” 

Most of the time Standard would not have the correct numbers 
and sizes in their Atlas products. 

During 1948 and 1949 we found it difficult to retain competent help 
because we were not permitted to operate our own business and Mr. 
Morgan was particularly offensive in his attitude. 

We did have, during that period, two experienced mechanics who 
did service work for us, which was a very important and profitable 

art of our business. These men quit because there were too many 
intrusions in what they were doing and too much outside interference 
with our business. 

We would order Atlas products and because the orders were not 
filled we were forced to buy elsewhere. Mr. Morgan would frequently 
send us slow-moving merchandise we had not ordered and we would 
always send it back. 

In the meantime we concentrated on service sales and lubrication 
and managed to retain most of our customers. By 1949 I had con- 
siderable help from my 3 oldest sons and they have now—2 of them— 
have now acquired their own business at another location. 

After Mr. P. A. Raupagh retired in 1949 and Mr. Frank Swindell 
became Standard’s Detroit manager, more trouble developed over lease 
renewals until in early 1951 it reached a climax. 

In the meantime, however, in June of 1950, I was able to secure 
approval from Mr. William Locke, the sales manager, and Mr. Wil- 
liam Hazel, the supervisor, to have my son James, become a partner 
in the business. He was registered in July of 1950 as my partner 
but Standard would not put his name on the lease. 

In an interview with Mr. W. C. Love, the assistant manager, in 
February of 1951 at Standard Oil’s Detroit office, my partner, Mr. 
Jim Hipple, reported to me as follows: 
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Mr. Love said to him: 
We are not contemplating any change at Six Mile and Grand River. 
Six Mile is another method of identifying McNickols Road. 


We are satisfied with present operation and until such time as we are not satis- 
fied we do not feel that a change is necessary. A lot of pressure has been brought 
to bear on me from a Chicago source and I have been told it is unwise to keep a 
man like your father in a dealer capacity. 


I was at that time and have since been very active in the Retail Gas- 
oline Dealers Association of Michigan. 

Shortly thereafter in March 1941, I was told by Mr. Cash Hawley of 
the Michigan association that the lease on my station was being offered 
to other dealers, and this was the first indication that I had that such 
a thing was taking place. 

I interviewed Mr. Jim Burger, a present Socony-Vacuum dealer, 
and he told me that Mr. Love had suggested to him that my station 
would be available. Jim Burger said he did not want it. 

Mr. Herb Riley, who was then a Sunoco dealer, was offered a lease 
on my station and he also refused it. 

Another dealer, Mr. Emmett Long, handling Shell products, was 
also offered my station and he turned it down. 

On August 7 of 1951 I appealed, by letter, to Mr. R. F. Baity, vice 
president in charge of sales in Chicago, to tell me if my lease was being 
canceled. He referred me back to Mr. Frank Swindell at Detroit, and 
T have here a copy of the letter. 

Mr. Roosrvett. Do you want to read it into the record ? 

Mr. Hrepte. I believe it would be advisable; yes. 

The letter is dated August 24, 1951: 


STANDARD O11 Co. (INDIANA), 
Chicago, Ill. 
Mr. THoMAS FE. HIpp.ce, 
Hipple’s Standard Service, 
Detroit, Mich. 

Dear Mr. Hippie: Upon receipt of your letter of August 7, I requested Mr. F. J. 
Swindell, manager at Detroit, to make a thorough investigation of the matter 
referred to therein and give me a report. 

I have now heard from Mr. Swindell, who has commented in some detail upon 
each of the points brought out in your letter. Because of the several years of 
service with our company, I am sure you understand why it is neeessary that 
problems and developments of this nature be handled by the management of the 
fields in which they originate. I have complete confidence in Mr. Swindell and 
his associates, and I feel that they will deal fairly with you in this situation. 
Knowing you as I do, I am convinced that you, too, want to be fair and reasonable 
in your dealings with our company. 

I would suggest that upon your return from your vacation you contact Mr. 
Swindell and make an appointment to see him and Mr. Love, and at that time 
endeavor to reconcile any misunderstandings which you may have. 

I appreciate the compliment to me when you refer to my reputation regarding 
high-principled business methods. I am glad you have this good opinion of me. 
However, I am sure you recognize that it is impossible for me personally to handle 
negotiations between our various types of customers and this company and why 
it is necessary, therefore, for us to depend upon our field organizations to take 
eare of these responsibilities. 

With all good wishes, I remain 

Sincerely yours, 
R, F. Barry. 


Subsequent to the receipt of this letter I also received a letter from 
Mr. Swindell, which I also would like to read into the record. 
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This letter is dated August 28, 1951: 


Stanparp Ort Co. (INDANA), 
SALES DEPARTMENT, 
Detroit, Mich. 
Mr. THomas B. HIPrLe, 
Detroit, Mich. 

Dear Tom: I am making haste in writing you after receiving copy of Mr. 
Baity’s August 24 letter, directed to you. 

I was in our Chicago office on Thursday, August 23, and had an opportunity to 
visit with Mr. Baity and others in the general office. I told Mr. Baity I was 
anxious for him to reply to your letter as soon as possible inasmuch as you have 
indicated your desire to have some definite information regarding your lease, 
the expiration date of same which, as I recall, is November 30. I told Mr. Baity 
you were going on vacation and I presumed you would be back in town this week. 

Mr. Love will be returning from his vacation on or about September 11, so 
when you are back in town and he is in town, I would like to have you give me 
a ring, at which time I will set up a little conference with you and all parties 
concerned. In other words, we will not make the delay any longer than necessary. 

I hope you had a pleasant time on your vacation and I know you must have 
enjoyed yourself if you were successful in being free from the asthma. No 
doubt Mrs. Hipple enjoyed herself and kept you supplied with fish. 

Looking forward to hearing from you promptly. 

Sincerely, 


F. J. SwInpDeELt. 


I might explain that the asthma is a complication of hay fever. 

Mr. Roosevetr. Mr. Hipple, would you submit both those letters 
for the record, and if you want them returned to you, we will have 
them so marked and returned to you after we have made copies of them. 

Mr. Hierte. Yes, sir. Under date of September 11, 1951, I replied 
as follows to Mr. Swindell. I would like to have this entered into 
the record also. 
Mr. F. J. SwWINDELL, 

Manager, Standard Oil Co. (Indiana), Detroit, Mich. 


Duar Mr. SWINDELL: This will acknowledge receipt of your communication of 
August 28, in which you suggest that a conference be arranged for the purpose 
of discussing the matter of a renewal of my service station lease which expires 
on November 30, 1951. 

I will be very happy to accept your invitation to such a conference, and I will 
arrange to have my son and junior partner present along with me at any time 
mutuaHy convenient within the next few days. 

May I hear from you in this regard? 

Sincerely yours, 


THOMAS HIppLe. 


My son and partner, Mr. Jim Hipple, and myself attended a con- 
ference at Mr. Swindell’s Detroit office. Also in attendance were Mr. 
W. C. Love, Mr. Dick Wares, sales manager, and Mr. Dale Prescott, 
who also was a Standard employee. 

Mr. Swindell said, “We are not satisfied with your operation. You 
have a gasoline gain but it is not as big as the State average. Speed- 
way, Shell, and Sunoco, all have gains. You have a loss on motor- 
oil ratio. You do not sell enough tires and batteries and accessories. 
You do not sell enough lubricants. Your station is not clean. You 
do uot stay open long enough.” 

I replied that we had trouble keeping good help and that we had 
experimented with longer hours several times and that it was not 
profitable. Mr. Swindell said, “Other companies do not seem to have 
manpower problems and all you did was shorten your hours.” He 
said, “Why don’t you go some place else and start over again?” 
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I reminded him that I had spent 28 years selling Standard products 
and I did not want to go anyplace else. 

He said, ‘‘We cannot tell you how to operate for obvious reasons 
and if it is not the hours then it must be you.” 

My partner, Mr. Jim Hipple then asked, “Mr. Swindell, if all these 
things had been wrong why had our salesman, Mr. F. B. Morgan, as- 
sured us that everything was OK and no change was contemplated ?” 

Mr. Swindell then said, “There has to be a first time for everything.” 

In conclusion, Mr. Swindell said to me, “You are the kind of a guy 
who would like to go back to your friends and tell them you were 
able to get your lease back by begging for it even though you knew 
we had you licked before you came in here.” 

I do not know, maybe he thought I would beg for it. 

We heard no more until November 16 when we received registered 
mail containing a cancellation notice or our lease effective November 
30. After 28 years selling Standard products I received a 14-day 
notice to quit the location. 

In a further attempt to settle this matter amicably, Mr. Jim Hipple 
and I went to Standard’s Detroit office on November 19 and requested 
additional time to liquidate our assets and collect outstanding ac- 
counts. Mr. Frank Swindell replied by letter the next day and stated, 
“We appreciate this may cause you some inconvenience but we are 
sorry it is necessary we inform you that our plans do not provide for 
granting your request.” 

We asked for consideration for my partner, Mr. Jim Hipple, who 
had passed his preinduction physical and was being immediately 
inducted into the Armed Forces. Standard Oil Co. had chosen to 
ignore any interest or any rights that he might be entitled to, inas- 
much as his name never appeared on our service station lease. 

However, I fee] this way: I have been a small-business man for sev- 
eral years. I know a lot of other fellows that have been in business 
like me. I know of a good many organizations that have made it a 
policy to see that any man who went into the Armed Forces was given 
an opportunity to return to his place of employment or to return to a 
business which could have been carried on for him during his absence, 
and I feel that my partner, my son, has been very unfairly treated 
and dealt with in this matter on the part of Standard Oil Co. My 
experience tells me that their method of administering their lease 
policy is not only insulting to people and degrading, in many cases it 
is impossible for a man to operate a leased station and retain his self- 
respect. 

Mr. Chairman, I have had four sons that have come up with me in 
the business and it would not be right if I did not try to stop a thing 
like this from happening again. 

Thank you. 

Mr. Roosevett. Thank you, Mr. Hipple. 

- think the committee will have a few questions they would like to 
ask you. 

First, there were submitted earlier today a series of Standard Oil 
leases. Have you got a copy of your lease that you operated under 
by any chance? 

Mr. Hrepte. I have copies with me of some of them; yes. 
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Mr. Roosrveur. I would like to have a copy in the record, if you 
could make it a part of the record at your convenience. 

Mr. Hrepre. Yes. 

Mr. Roosgveur. My particular question, however, most of the 
Standard Oil leases, I believe, are the same, and I would ask you 
whether you happen to remember a clause 7 in the Standard Oil lease 
that you operated under which reads as follows: 

It is first mutually covenanted and agreed as follows: that none of the provi- 
sions of this lease shall be construed as reserving to the lessor any right to exer- 
cise any control over the business or operations of their lessee, conducted upon 
the leased premises, or to direct in any respects the manner in which any such 
business and operation shall be conducted, it being understood and agreed that 
so long as the lessee shall use said premises in a lawful manner as herein pro- 
vided the entire control and direction of such activities shall be and remain 
with the lessee. 

Was there such a clause in your contract ? 

Mr. Hirrte. That is in my lease. It has been in my lease; that is 
right. 

Mr. Roosevett. Do I understand from your testimony that it is a 
violation of that particular clause that you feel is the worst offense 
of the Standard Oil Co. against the successful operation of your 
station ¢ 

Mr. Hirrrtx. That and the fact that I became a member and was 
quite active in the aetivities of the Michigan Gasoline Dealers Asso- 
ciation. 

Mr. Roosevetr. In other words, you feel that the membership in 
that association resulted in retaliation against you? 

Mr. Hrerte. Not necessarily membership, Mr. Charman, but the 
fact that I was unusually active. 

At one time I was the head of an area group, and notices went out 
with my signature, or my name on them, to people who were invited 
te these meetings. 

Mr. Roosrvett. Now, you have not submitted any statement that 
this matter was ever brought up to you or to anyone else to so indicate. 
Upon what would you base your feeling that that activity was held 
against you? 

Mr. Hirrte. This one particular statement by Mr. Swindell. He 
said, “You are the kind of a guy who would like to go back to your 
friends and tell them you were able to get your lease back by begging 
for it, even though you knew we had you licked before you came in 
here.” 

I attributed or, rather, I drew from that the conclusion that he was 
talking to the people who I was friendly with in the association. That 
is my only reason for thinking that. 

Mr. Roosrvett. Prior to this one complaint in regard to lack of 
business or lack of quantity of business, had there been previous com- 
plaints made to you that you were not selling enough gasoline on the 
part of the company ? 

Mr. Herter. T don't recall any; no. I don’t recall any. We car- 
ried on a continual verbal warfare, you might say, with the salesman, 
Mr. Morgan. He was continually dissatisfied with anything and 
everything that we did. His continual insistence that we handle noth- 
ing but Standard merchandise in that station was usually the source 
of the difference of opinion. 
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Mr. Rooseverr. Did you ever bring up to him that the insistence 
that you carry nothing but Atlas T. B. A. equipment was a direct vio- 
lation of the law? 

Mr. Hiepte. I don’t recall, Mr. Chairman, that I ever specified that 
particularly. I did tell him many, many times that when we could not 
get Standard prolucts we weren’t going to go out of business, we were 
going to get them some place else. 

Mr. Roosrvetr. And he objected to that policy on your part? 

Mr. Hrrrte. He objected to it on this basis: That any time there 
was competitive merchandise on display, it seemed to bring about an 
argument. He wanted it out of there. 

Mr. Roosrveit. Well, that is what I want to be specific about. 

Did he in fact order it out? 

Mr. Hippte. I have a note here in my yearbook of 1948, that I would 
like to read from. 

On February 11 of 1948, Mr. Morgan said to me: “No more com- 
petitive mechandise in this station.” 

Mr. Roosrveit. May I ask you just two other questions ? 

I want to make one observation. Of course, the quotes in your 
prepared statement are your recollection of what was said to you. 
They are not the actual words that were said. I want to make that 
clear for the record. They are your recollection of the conversation, 
rather than the actual quotations; isn’t that correct? 

Mr. Hiepte. Are you referring, Mr. Chairman, to the discussion 
with Mr. Swindell ? 

Mr. Roosevett. Yes, various 

Mr. Hiepie. Immediately after leaving Mr. Swindell’s office, my 
son and I sat down and we made notes in this notebook, which are suf- 
ficient to give us the basic information for the statements which I made. 

Mr. Roosevettr. One or two last questions: Did you operate the sta- 
tion, as far as you are concerned, at a profit to you? ere you mak- 
ing an adequate living? 

Mr. Hierte. I was making a living out of the station; yes. 

Mr. Roosevevr. And, lastly could you tell us what your occupation 
has been since your lease was canceled in 1951? 

Mr. Hrerte. For part of that time I operated another service station 
with my oldest son in Detroit, while my son, Jim, was in the Marine 
Corps. When Jim came back, I moved out and let him go in, and 
my two oldest sons are now operating that station. I have engaged 
in some building enterprises in the meantime, which has provided me 
with a living. 

Mr. Roosreve_t. Mr. Hipple, you have had considerable experience 
now between you and your sons in this particular kind of business. 
Would you have any specific recommendations to this committee to 
eliminate the abuses of which you have complained ? 

Mr. Hippte. I believe, sir, that many of the abuses could be elimi- 
nated by a suggestion for longer term leases. I believe that a mini- 
mum of a 5-year lease would tend to eliminate a lot of these difficulties, 
and I so suggested to Mr. Swindell at the time that we had this so- 
called conference, and this is what I said: “The lessee-dealer has 
reached the point, either now or soon, when he will have to have more 
than a 1-year lease.” 

Mr. Swindell said : “We do write a 5-year lease, but we won’t.” 
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I don’t know whether he meant he would not write it for me, or 
whether that was a generalized statement. 

Mr. Rooseveur. Mr. Steed. 

Mr. Streep. When you had your lease canceled and were inventoried 
out, I think the expression is, were you given any final remuneration 
for what you considered your going value, or goodwill ? 

Mr. Hirpte. No,sir. Asa matter of fact, we had difficulty in getting 
the money out of our merchandise. 

Mr. Streep. That is all. 

Mr. Rooseveitr. Mr. Sheehan ? 

Mr. SHeenHan. You mentioned that your sons are now in the service 
station or gas-station business. For what company are they selling? 

Mr. Hippte. They are selling for the Pure Oil Co., or the Highland 
Oil Co., who distribute or sell Pure products in Detroit. 

Mr. SueenHan. As I remember part of your statement, you said you 
were working for the Standard Oil Co. from 19438 to 1945? 

Mr. Hippze. I was working for the Standard Oil Co. from 1923 until 
1945. 

Mr. SuHeenan. I think you mentioned you were sales manager of the 
TBA division from 1943 to 1945. 

Mr. Hippie. I was what they call special representative in charge of 
the TBA department, yes. 

Mr. SHEEHAN. Just what were your duties there / 

Mr. Hippie. Because it was wartime, chiefly in seeing that the 
amount of scarce material was properly allocated to the salesmen for 
distribution among the various accounts. 

Mr. Sueenan. In other words, you had salesmen directly under your 
charge; is that correct ? 

Mr. Hippte. That is right. Not as a TBA representative, no. I 
made up the allocations to the salesmen along with the men who super- 
vised the salesmen’s activities, and they in turn passed out slips to 
the salesmen which gave them a certain share of the merchandise 
available under the allocation system, but I ordered—in other words, 
when we had OPA certificates sufficient to order more tires, I had to 
handle that and handle the ordering of the tires into the warehouse, 
and after we knew how many tires we had, in turn we would do, as I 
said, allocate them to the various sales groups. 

Mr. SHEEHAN. Did you at any time give the salesmen instructions 
or directions that the dealers were to buy only Standard products? 

Mr. Hippie. No, sir; no, sir. 

Mr. SareHan. Did any company official above you ever ask you to 
give the salesmen such instructions ? 

Mr. Hirrre. I can’t recall that they ever did. 

Mr. Surenan. Then, apparently this policy of putting pressure on 
the station operators to take over Standard products must have been 
a new policy that came into existence after you left the company ? 

Mr. Hiprte. Partly so, and partly attributable to the fact, I believe, 
that the visit by the people from the Atlas Supply Co. to my station 
may have brought up some matter of discussion with the local office 
in that we were selling items that were not generally carried by the 
Atlas people, and they saw all these things on the shelves and that we 
were doing quite a business and helping our other business, inciden- 
tally, and it seemed to me that they must have made some kind of an 
issue of it because immediately our salesmen were changed, and Mr. 
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Morgan was sent in, and I knew Mr. Morgan pretty well, too, and from 
his conversation I assumed that he was going to get pretty tough, and 
he did. 


Mr. Roosrvetr. The second paragraph of your statement, however, 
says that 


for several years, I was part of the Standard Oil method of imposing its will 
on lessees of company-leased stations. 

In view of your answer to Mr. Sheehan, would you 

Mr. SuHeenHan. Mr. Roosevelt beat me to the draw on that. 

Mr. Hippte. That was the period from 1936 to 1940 when I was the 
supervisor or a special representative in charge of the sales group. 
That was the first 4 years after this so-called Iowa plan, or leasing 
plan, went into effect. 

Mr. Sueenan. Then, you are stating that it was the company policy 
to force the dealers to take Standard Oil products? 

Mr. Hrepte. Yes; I would have to say that. 

Mr. Suerenan. Well, before you said it was not. You make up your 
mind which way you want to say it. 

Mr. Hirrrx. Yes; it was. 

Mr. SHEEHAN. Were these written instructions, or just oral instruc- 
tions from the company ? 

Mr. Hippie. There were never any written instructions; no. 

Mr. SuHeenan. Who would give you those instructions to do this? 

Mr. Hrierere. Well, anything of that nature would come directly 
from the salesman. 

Mr. SHeenan. Well, as an employee of the Standard Oil Co. for a 
long number of years, is that something that the salesmen might want 
to take on themselves, in order to come in with a good quota, or is it 
something that the company outlined for the fellow ? 

Mr. Hrepte. I say it was a direct result of the quota system. 

Mr. SureHan. But the company never said in effect that John Doe, 
the salesman, has to tell the service station operator he must take the 
products ? 


Mr. Hippte. No; I never heard anybody in authority ever say that 
to me. 

Mr. Sueenan. In other words, this was a salesman who was out 
peddling his wares who practically took it upon himself to put the 
strong arm on the station operator ? 

Mr. Hierte. Yes; I think that is true. 

Mr. SHeenan. That is all I had, Mr. Chairman. 

Mr. Roosrvetr. Mr. Hipple, following that same point, if this was 
a widespread practice, as you would indicate, there must have been 
many complaints received from the dealers that you dealt with. 

When such complaints were received, were you ever told by your 
superiors that this practice was not a company practice ? 

Mr. Hierte. No; I don’t recall that I was. 

Mr. Rooseveit. Were you aware that complaints were being made? 

Mr. Hippie. From time to time there would be a particular dealer 
with a particular problem. Maybe he was overstocked on one item, 
maybe his credit condition wasn’t too good. Under those circum- 
stances I would become aware of the fact, as the district supervisor, 
that that particular station needed to be gone into, and tried to 
straighten out the situation there ; yes. 
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Mr. Roosrvert. But in general you would say that the company 
policy of imposing its will was a policy that was more or less gen- 
erally accepted by dealers as part of the way of doing business? 

Mr. Hiertr. That seemed to be the method and the acceptance of it 
by the dealers; yes. Most of them felt that when Atlas merchandise 
was available, that that was the thing to have in the station. 

Mr. Roosevetr. Mr. Arnold? 

Mr. Arnotp. You have mentioned several times, quotas and also a 
quota system, and I wonder if you could give us a little bit more 
detailed information on how you consider this quota system to work. 

Now, as I understand it, the salesmen of the company will come to 
the retail operator and say, “I have a certain quota to meet, and I want 
you to buy, so I can meet my quota.” 

Is that correct ? 

Mr. Hippre. Substantially that is about what happened; yes. 

Mr. Arnotp. Now, where does the salesmen who go to the retailer, 
where do the salemen get the quota from ? 

Mr. Hrirrte. The salesmen would be given the quota in a sales meet- 
ing held by the assistant manager, as the leader, the sales manager, 
the assistant sales manager, the three special representatives who held 
the jobs, including myself, who held the job, similar to my own, and 
the salesmen. 

Mr. Arnotp. Would that group set the quota, or would there again 
be another group higher up which would make another determination 
as to the matter of the quota ? 

Mr. Hrerte. I could give you a good illustration of that, I believe. 

I recall that, I believe it was 1942, the company, and I believe com- 
panies in general, do have a line of specialty products which would 
include items such as automobile polish, fly spray, animal sprays— 
well, there is a considerable number of items that would be called 
specialty products, I just don’t recall all of them now, but at certain 
times of the year we would campaign among the dealer accounts for 
a certain volume of business on that particular item. 

In 1942 I recall we were busy with stations being closed and check- 
ing in dealers and checking them out, those usually that wanted to 
get out because of wartime conditions and so on, and it was always an 
inventory problem, and you had to spend quite a bit of time with the 
salesmen, and trying to keep everybody happy. We thought we had 
everything we could do, and Mr. William Miller, who is now in the 
general office in Chicago, and who at that time was our assistant man- 
ager in Detroit, called us in—that is, he called in the three of us, the 
pomee representatives—and he said, “Boys, Mr. Fillingham just left 

ere. 

Well, Mr. Fillingham was the assistant general manager out of 
Chicago. And he said, “He and I went over the question of specialty 
procam for the next year,” and he said, “We arrived at a quota of a 

undred thousand ; so, boys, it’s up to you to get it.” 

Mr. Roosevett. Well, Mr. Hipple, you don’t feel that that is any 
more than any normal company sales campaigning 

Mr. Hiprte. No; I mean, Mr. Arnold el me the question. I only 
used that as an illustration of how the quotas began. They were 
handed down to us, and then distributed to the salesmen on an appor- 
tioning basis. . 

65262—55—pt. 19 
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Mr. Steep. During the time that you worked for the company, were 
any contracts canceled with any of your operators? 

Mr. Hieptz. Yes; I would say there were; yes, sir. 

Mr. Steep. Did your duties require you to eoomk any part in making 
the decision to serve cancellation notice? 

Mr. Hrerte. I recall, in one or two instances that I was; yes, sir. 

Mr. Steep. In the light of your experience, since that time, would 
you care to express an opinion now as to whether the action that you 
helped take when you were a company employee, was fair to the 
operator ? 

Mr. Hiepte. I think that in both of the instances that I recall, that 
we were entirely fair with the men; yes, sir. We talked to him over 
a long period of time, and discussed the matter. 

Mr. saiy You are saying, then, that there are instances where ac- 
tion by the company to cancel a lease is justified ? 

Mr. Hiertz. Yes, sir; 1 would say that. 

Mr. Streep. Did you have any experience on where the operator 
initiated the action of canceling a lease with the company ? 

Mr. Hierte. You mean where he would ask to be let out ? 

Mr. Sreep. Yes. 

Mr. Hippie. Oh, yes; we had a lot of those. A good many of them. 

Mr. Sreep. Did these actions on the part of the operators come 
under the terms of the contract, or did they just take it up with the 
company as a matter of generosity on their part to grant them their 
request ? 

Mr. Hrertx. Usually it would be a decision that they and the sales- 
men would reach for whatever reason was involved, and they would 
probably be asked by the salesmen to give—to write a written request 
that the lease be terminated or that they be allowed to cancel out. 

Mr. Streep. Do you know of any instance where an operator had 
resort to the exact terms of the contract to rid himself of the contract! 

Mr. Hrerte. From my personal experience; no. 

Mr. Streep. That is all. 

Mr. Rooseve.t. Mr. Hipple, I have one more question. 

Of those who went out of business voluntarily, in your experience, 
was the reason that they went out connected with an inability to have 
a sufficient margin of profit due to any price practices that might have 
been put into effect ? 

Mr. Ilterce. I would say largely so. My experience with operators 
was direct experience and was confined mostly to prewar years and 
during the war, conditions were somewhat different than they have 
been in the last few years. 

Mr. Roosevetr. In other words, the present operation is somewhat 
different, of course, than it was in wartime? 

Mr. Hrrrre. Yes. 

Mr. Roosevett. Mr. Arnold? 

Mr. Arnoxp. I have nothing. 

Mr. Roosevet. Well, thank you very much, Mr. Hipple. 

Mr. Hiertz. Thank you, gentlemen. 
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TESTIMONY OF JOHN W. NERLINGER, JR., SECRETARY, NATIONAL 
CONGRESS OF PETROLEUM RETAILERS, INC., AND EXECUTIVE 
SECRETARY, RETAIL GASOLINE DEALERS ASSOCIATION OF 
MICHIGAN, INC. 


Mr. Roosrveit. Do you swear that the testimony you are about to 
give before this committee is the truth, the whole truth, and nothing 
but the truth, so _ ou God ¢ 

Mr. Neruineorr. I do. 

Mr. Rooseverr. Will you give the reporter your name? 

Mr. Neruincer. My name is John W. Nerlinger, Jr., and I am secre- 
tary of the National Congress of Petroleum Retailers, Inc., and execu- 
tive secretary, Retail Gasoline Dealers Association of Michigan, Inc., 
with headquarters at 325 Farwell Building, Detroit 26, Mich. 

I would like to testify, Mr. Chairman, from a prepared text of 
which I have given Mr. Arnold, the counsel, copies. 

Mr. Roosevett. Go right ahead, but before you do, for the informa- 
tion of members of the press, Congressman Evins, who is a member 
of the Smali Business Committee, is present at this time. 

Mr. Nertuincer. Mr. Chairman and members of the committee, the 
copies of major oil company service station leases submitted today 
tell an important part of the lease domination story—with their pre- 
ponderance of provisions inexorably favorable to the lessors and their 
6 months to 1 year terms, long enough to enable the lessee to estab- 
lish himself in the location with a stock of merchandise and tools, 
and short enough to keep him under the continuing threat of im- 
pe1iding termination and eviction. By the language of these leases, 
harsh as it is, cannot tell the whole story. The ugliest part of the 
picture is the use to which that language is put in day-to-day inces- 
sant encroachment and dictation. 

That story is almost impossible to tell or understand—unless you 
have lived through it or worked with these men through the years as 
I have done. lers who are tormented by bullying suppliers, 
threatened with the loss of their investment and liveli a for a 
minor infraction of the company’s rules or for a slight show of inde- 
pendence, made physically ill, and sometimes mentally ill, too, strug- 
gle to get their story across, usually without success. I have heard 
them say, “even my own wife doesn’t believe me when I try to tell 
her what I go through.” 

I know a dealer who was so oppressed by his supplier and who felt 
so futile in trying to tell his wife what it was that was making him 
ill and destroying his freedom, that he strapped a small recording 
device to his arm and recorded several hours of the insolent bullying 
to which he was subjected. When his wife listened to these recordings 
she couldn’t understand why he took it, until he told her how much he 
was in debt to the company—that he would be bankrupted and black- 
poled if he lost his lease, with no place to turn for support for his 
family. 

I have lived with these cases and worked with these men during 
all the years of my adult life, and I know that the cases of exploita- 
tion and dispossession of retailers which have been described to this 
committee and to which you have listened are not grotesque excep- 
tions, but rather characteristic examples of a systematic policy of 
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domination and control by ruthless and usually irresistible means. 
Dealers who have done a wonderful job for their company and used 
up their lives building goodwill for the suppliers’ product are sud- 
denly cashiered and dispossessed for a erivial reescls maybe for taking 
too active a part in their trade association, maybe for being too 
friendly with a company salesman, maybe for no reason at all except 
to make an example to other dealers. 

This system works. The fear of losing one’s business and livelihood, 
of being cast out propertyless and discredited, is a natural one, and the 
longer the retailer works under this control the more habitually and 
cringingly he accepts it. The system of harsh lease provisions and 
ruthless dispossession works to keep the dealers docile, submissive, 
and subservient ; not only to the big policies but also to the little whims. 
The company salesman is my boss. The company policy is the law of 
my life for an infraction of which I pay a penalty greater than for 
the infraction of many legal laws. 

The 20th century in America has been a wonderful era of increased 
opportunities, the mitigation of hardships, and the enlargement of 
economic freedom and protection for human dignity. We have seen 
workers in factories liberated from the fear of hunger and the black- 
list. We have seen men who sweep floors and girls who set tables, 
migrant farmworkers, and members of all races and vocations attain 
greater dignity and independence in their chosen fields of work— 
except the service-station operators. 

In the petroleum business, feudalism, represented by the corporate 
landlord’s power of economic life or death and absolute dictation, 
reigns supreme and little changed through the years except for an 
increase in subtlety and concealment. The terms of the leases under 
which America’s gasoline retailers invest their capital, their savings, 
their labor, and hopes, are generally still 6 months to 1 year. Though 
they are nominally independent businessmen, they are denied all of 
the rights which make a man independent. This is the system of 
lease domination. This is the system of economic feudalism which 
still imprisons approximately 200,000 service-station operators. 

This system is founded on the ownership of retail facilities pur- 
chased with the retained profits of production and refining operations, 
and there are many in our industry who feel that so long as this means 
of domination remains in the hands of their suppliers that it will be 
used as it is being used today. Others have the hope of a voluntary 
relinquishment of this control or that it can be regulated by protec- 
tive laws. In a pending case against seven west-coast major oil 
companies, the Justice Department has contended that in the case of 
those companies the ownership of retailing facilities is inherently 
monopolistic and inevitably facilitates the domination whch I have 
described, and the prayer of the petition asks divorcement of these 
integrated companies from the ownership of retailing facilities. 

In the case now being tried against Sun Oil Co., the prayer of the 
Government’s petition asks that Sun be required to grant dealers 
5-year leases, noncancelable, except for substantial breech and with 
other protective provisions. 

There are numerous precedents in court decisions under existing 
antimonopoly law both for divestiture and also for restraint in con- 
tractual relations and the imposition of minimum conditions, but the 
realization of relief through these remedial proceedings under exist- 
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ing laws is a long time in coming, and there is even now no certain 
change in industry policy based on pending actions. 

Our national organization, the National Congress of Petroleum 
Retailers, has sought to relieve some of the more excessive abuses of 
the lease domination system by seeking meetings with suppliers in 
which we are asking their consideration for 3-year leases free from 
the present restrictive provisions. This year, for the first time, most 
companies seem willing to listen to our arguments—though progress 
to be attained through such meetings is, of course, conjectural. Paren- 
thetically, I might say that there are three companies that have some 
sort of long-term lease program in effect at present. One is Richfield 
Oil Corp., where this program was adopted as a result of the Govern- 
ment’s antitrust action. According to reports, they have granted 
3-year leases to the overwhelming majority of their dealers. Two 
other companies, Atlantic Refining Co. and Standard Oil Co. of Indi- 
ana, have announced the granting of 3-year leases to qualified dealers, 
but figures are not available to indicate that these leases have been 
granted to a very substantial number of dealers thus far. 

New provisions in the antitrust laws either pe the owner- 
ship or retailing facilities by integrated producing-refining-jobbing 
companies or fixing the conditions of such ownership or limiting same 
or fixing the terms upon which such facilities could be leased are all 
worthy of consideration in connection with this problem. My own 
preference is for the last-enumerated item—that of fixing the terms 
upon which such facilities could be leased—but there are others in our 
group who prefer each of the other enumerated remedies. While 
there is this difference of opinion among our members and association 
leaders as to what step would be most advantageous, there is unanimity 
of feeling that some action to protect dealers’ rights in lease relation- 
ships is manifestly required, and the consideration of this problem 
by your committee will be sincerely appreciated by 200,000 men who 
must do business under the shadow of dispossession. 

Mr. Roosevetr. Thank you, Mr. Nerlinger. 

Let me first ask you if you feel that the individual leases would 
have under this clause 7, which perhaps you heard me read previously, 
sufficient protection if it were spelled out in greater detail than it is 
spelled out in just the summary principle in which it is? 

Mr. Nerurncer. Well, sir, I have a few suggestions here. I frankly 
think that certain minimum conditions should be fixed for the protec- 
tion of people who lease service-station properties. Of course, the 
legislative problem there is a matter for your, gentlemen, concern. 

I do, however, think it should cover three things. I think that 
arbitrary cancellation provisions which allow short-term cancellation 
for insubstantial breach and for trivial reasons should be prohibited. 
In other words, if they breached the contract—are guilty of substan- 
tial breach—of course, it should not tolerate that. I feel certainly 
the lessor should be protected in that right, too. I do think that a 
dealer should be assured in entering the business of a term which is 
commensurate with the investment that he has to make in the busi- 
ness, and I feel that a term of 5 years would be a fair term. It would 
give a man a sense of security and independence in conducting his 

usiness, I think also that the leases should be free of any language 
which would allow the supplier to pressure dealers into handling 
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exclusively their line of TBA equipment or oils or restricting services 
which can be performed on the service-station premises. believe 
generally that those conditions would very adequately take care of 
the situation as it exists. 

Mr. Roosrvett. Well now, Mr. Nerlinger, it has been previously 
stated that roughly one-third of the retailers go out of business every 
year. Is that correct, in your opinion? 

Mr. Neruincer. In my opinion, it is, sir; yes. There are a number 
of industry statements that have been made from time to time that 
use those figures. I remember reading a press clipping wherein an 
executive of the Gulf Oil Co. was quoted as stating that he also 
believed 3314 percent turnover was the figure each year. 

Mr. Roosevetr. The reason I mentioned it is I find it a little difficult 
to understand why people will sign up as a retailer if one-third of 
them go out of business and if they are as low in the social scale as 
you described them a few minutes ago. 

Mr. Neruincer. Well, sir, as a trade association executive I some- 
times find it a little hard to understand also. 

Many of the people who enter the service-station business are young 
people coming out of service. There is a certain attraction for having 
your name above the door—*‘Joe Smith Service Station.” There is 
a certain feeling of the idea that you are going to be in business for 
yourself and you are going to be an important part of your com- 
munity. But generally those young men, some of whom incidentally 
do not know too much about the service-station business when they 
go into it, since they are sold on how attractive it is by the particular 


company that wishes to lease the  grpsg; do not last very long. 


They find that they have got to work 15 or 16 hours a day to eke out 
a living. They find that maybe they end up with an 85 cents to $1.05 
an hour wage scale when they consider the time that they put into 
their business. Soon they find that the capital which they had when 
they entered the business is all gone and they throw up their hands 
and they go out, and while they do not exactly go bankrupt, there is 
a constant turnover in the service-station properties. 

Mr. Roosrvett. Now, what, in your opinion as the secretary of the 
National Congress of Petroleum Retailers, is the advantage to the 
oil companies in a situation which creates this continuous turnover? 
It would seem to me under normal business practice the companies 
themselves would suffer under such a practice and, therefore, would 
make every effort to stop that percentage of turnover. I am interested 
in your gs as to why they allow it to goon. What advantages 
do you believe there are for the oil companies in allowing such a situa- 
tion to continue? 

Mr. Nerurncer. Well, sir, I would like to answer that in this way: 
We have been trying to sell top management of the oil companies 
through conversations, through Seine et cetera, from time to 
time, in industry meetings, on the idea that the long-term service- 
station lease would be in the interest, of course, of the dealer, and also 
of the industry, because it would sustain that man in business. It 
would make him a much more valued member of his community; he 
would do a better job for the company. Thirdly, it would be cer- 
tay advantageous to the motoring public because, if that man is 
a stable operator, he would be in a position of hiring better help; he 
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would be in the position of rendering better service to the motoring 
public. Possibly slowly but surely we are getting that point across. 

I believe that the policy of leasing on a short-term basis probably 
was effected as a result of the desire on the part of suppliers to cause 
a full line of their products to be sold through their stations—to use 
the short-term lease as the club, if you will, that is held out to the 
lessee dealer if he does not go along with the sales dictates of his sales- 
man or sales manager. 

We hear these stories all the time, sir. In other words, if there 
is a tire campaign on or a battery campaign, or some parearenas type 
of sales campaign with these quotas that Mr. Hipple was talking 
about which have been set, the salesman will come out and he will see 
Joe Doe th= dealer, and he will say, “My quota is such and such, Joe, 
and we id like to have you go along with it.” Perhaps Joe does 
not have the money to go along with it; perhaps he only wishes to 
purchase a third of that amount. Many, many times we receive com- 
plaints to the effect that the salesman then says, “Let’s go down and 
have a cup of coffee.” It is never done in front of a witness—I 
wouldn’t say never—it is usually not done in front of witnesses. 
During the conversation Joe Doe is reminded that the company likes 
cooperative dealers, the company has this quota, and they would like 
to have him go along with them, and, “After all, you know, your lease 
is coming up in another 45 days and I would like to be able to recom- 
mend you for renewal.” That-sublety and concealment that I spoke 
of in the testimony, sir, is terrific. 

And, in answer to your question, I believe that probably the policy 
of the short-term lease was originally put into effect for the purpose 
of enabling them to control retail lessees as to products sold, as to 
hours operated—indirectly—not in black and white in the lease—but 
they have a tremendous control over these dealers by virtue of the fact 
that they remind them that their lease is coming up for renewal, and 
eo use that as an unseen club to get them to do what the company 
wishes. 

Mr. Roosevett. One last question : Can you of your knowledge give 
us any information in relation to the desire of the oil companies to 
maintain control over retail prices through the mechanism of a short- 
term lease? 

Mr. Nerurncer. Yes; I certainly can,sir. In my own State of Mich- 
igan that is not so true today because we have—I am going to offer 
other testimony which will cover partly on that—but in our own 
State of Michigan we have a State law which prohibits sales below 
operating costs with the intent and effect of destroying or injuring 
competition. This statute provides for the taking of cost surveys 
which then become competent evidence in proving the cost of opera- 
tion. We have not on; so much dictation in the Michigan market 
during the years that that statute has been in effect. But in many 
areas around the country—— 

Mr. Roosevett. Could I interrupt you. I think the committee 
would very much appreciate it if you would give us a copy of that 
State legislation. 

Mr. Neecinvens. Yes, sir; I would be glad to. I do not have it 
here, but I will acquire a copy for the committee. It is also in effect 
im certain other States at the present time. 
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Usually the price dictation on the part of a company is obtained 
through another means which is something we are going to testify on 
I understand during these hearings, but in subsequent testimony, the 
practice of price discrimination where, if they have a so-called com- 
petitive condition that exists, the company decides they want their 
dealers to meet, rather than reducing the wholesale price to all of 
their dealers and giving them equal protection, they will give a sub- 
sidy or a special deal to one slaael dealer on condition that that 
dealer will also give up a portion of his margin and post a certain pre- 
scribed price. Well, our trade is on wheels and, obviously, the dealers 
of that brand lose their customers to this one favored retailer. 
Thereby they must reduce their prices an equal amount or stand a loss 
of that business. Price dictation is accomplished in that manner in 
many sections of the country according to complaints that we get. 

Mr. Sreep. Mr. Nerlinger, what are the advantages that an operator 
gets by signing a lease with an oil company ? 

Mr. Neruincer. Sir; I would say that he gets an opportunity to 
operate a service station selling products of a large possibly well- 
accepted brand. 

Mr. Sreep. How does the brand become well-accepted? Is that 
because of the nationally advertised campaigns sponsored by the com- 
pany and its merchandising methods and that sort of thing? 

Mr. Neruincer. Certainly it would come about, sir, in my opinion, 
as a result of advertising. It does not follow necessarily that the 
most widely advertised brand at the national level will be a real good 
seller in every section of the country. It is strange that customer 
preference has a great deal to do with that. But I say, in answer to 
your question, advertising has a great deal to do with it. 

Mr. Sreep. Is it true also that the company has found the site and 
purchased it and approved it and installed the facility that repre- 
sents a substantial amount of capital ? 

Mr. Neruincer. Yes, sir. 

Mr. Sreep. The point I am getting at is this. These advantages 
which I think are apparent that a man gets by going into a lease deal 
with a major oil company, can the company in your opinion give these 
same advantages to an operator under a longer term lease than they 
are able to give under a short lease? 

Mr. Neruincer. Yes, sir, I think they definitely can. In the case of 
the Richfield Oil Corp., I understand through press releases recently 
issued, that they have stated they feel that the longer term lease, the 
3-year lease that I spoke of in my testimony, is working out to the 
advantage of the company as well as to the advantage of the dealer. 
I certainly do think that a company would be benefiting itself, its 
dealers, and the public by granting 5-year leases. 

Mr. Steep. Yet these companies have grown big by apparently good 
management. Would it be fair to assume that any good trade practices, 
business practices, in an industry as highly competitive as the retail 

asoline industry would be as apparent to executives of one company 
the same as it would another? 

Mr. Neruincer. Well, sir, the scientific progress in my opinion 
that the oil industry has made is probably without comparison any- 
where in fhe world, but I do not think the human pr that has 
been made by the industry is anything that we can hold up with any 
amount of pride. When you think that 3314 percent of the service- 
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station operators that operate these premises go by the board each 
year, and when you see complaints coming in where the dealers are 
virtually whip-lashed on these various things that I have testified 
about, I do not think that that is actually progressive executive think- 
ing on the part of the people who set those short-term lease policies. 
r. SHEEHAN. You pointed out in a colloquy with the chairman 
here the fact that the legislative problem is a matter of our concern. 
I think it would be fair to point out to you at this time that many times 
roblems are solved without legislation when they are properly 
rought to the attention of public opinion or to the companies in- 
volved. 

Mr. Nerurncer. Yes, I am aware of that. 

Mr. SHeeHan. We in the Congress just adopted a set of rules last 
week that nobody had a club over our heads, but was a result of the 
last couple years of con ional investigations. So that, as far as 
we are concerned here, the industry problems might be resolved with- 
out any legislation. That is one of the reasons why people like your- 
self are here, so the problem can be brought to the forefront. Is that 
not true? 

Mr. Nertineer. Yes, sir. I might say, sir, that our organization 
has done everything within its power to promote good relations with- 
in the industry, as [ said earlier, auedh the series of meetings that 
we have beeen holding, et cetera, endeavoring to sell the industry on 
the idea that it is absolutely necessary that we have longer leases 
for the good of everyone concerned. But frankly, many, many of our 
members feel that the progress that we are making industry-relation- 
wise is too slow and that they are dying on the vine, and that some 


step on the part of the Government in their opinion is necessary in 
order to assure these people of some type of fair treatment. 

Mr. SueeHan. We dealt with the problem in our closed hearings 
yesterday about the gross profit per . a of gasoline which is neces- 


sary for an economical operation, and you stated in the State of Michi- 
gan they have a law in which they cannot sell below cost ? 

Mr. Neruincer. Yes, sir. 

Mr. Sueenan. Has your association or the State of Michigan ar- 
rived at any price per gallon which is a sort of a minimum profit? 

Mr. Nertincer. Yes, sir, they have. We have had a number of cost 
surveys conducted by the finest cost-accounting firms that we can hire 
to conduct those surveys, certified public accounting firms. The first 
such survey, incidentally, was conducted under the direction of Prof. 
Herbert F. Taggert, who is now Director of the Federal Trade Com- 
mission’s Bureau of Cost Justification. The most recent survey that 
was conducted in the Detroit trading area showed the operating cost, 
which is defined under our statute as the cost of the product plus the 
overhead cost of doing business, to be 5.7 cents per gallon. This is 
the cost of the most efficient group of dealers surveyed—not the 
weighted average, but the cost of the most efficient. 

Mr. Sueenan. It was pointed out to us yesterday that a profit of 
9 cents per gallon was necessary for an economical operation, but that 
was dividing the total gallonage by the total income which includes, 
of course, not alone the profit per gallon of gasoline but thrown into 
the figure is car washing and greasing and things like that. So what 
exactly do you mean by 5.7 cents? 
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Mr. Nerurncer. As I understand it—I am not an accountant and 
I do not know the techniques they use exactly—they use a percentage 
breakdown to determine what the percentage of gasoline sales are in 
that station and they endeavor to allocate that percentage of cost to 
the sale of gasoline. 

Mr. Surenan. When you state 5.7 cents per gallon, is it the efficient 
rate or the economical rate? Do you think that means that each 
gallon of gasoline has to make exactly 5.7 cents? Is that an overall 
average ? 

Mr. Nerurncer. No, sir. That is the cost of the most efficient grou 
of dealers. Now some dealers have far higher costs than that. 
believe the accountants have found service-station operators who were 
inefficient, who did not practice the latest techniques of efficiency, to 
have costs that were 7 cents, 8 cents, 9 cents a gallon. I think the 
weighted average cost during the conduct of our last survey was 6.9 
cents a gallon. The cost of the most efficient group was found to be 
5.7 cents per gallon. 

Mr. SHEEHAN. There are 1 or 2 things in your statement I would 
like to have cleared up. 

You stated that there are some companies who have now gone into 
some sort of long-term lease program. How long has that program 
been effective ? 

Mr. Nerurncer. Well, sir, I would say that the first long-term leases 
were announced approximately a year ago to the best of my recol- 
lection. The Atlantic Refining Co. was the first such company to 
announce a long-term lease policy, wherein they were making 3-year 
leases available to what they classified as “superior” dealers. Then 
following that the Richfield Oil Corp. on the west coast announced a 
policy change in which they began granting 3-year leases to, I believe 
they called them, “qualified” dealers. Then, since that time, the 
Standard Oil Company of Indiana has announced that such a policy 
is being put into effect also. 

Mr. SHeenAn. You are in favor of these policies as I understand it? 

Mr. Nerurncer. I certainly am in favor of apything which will 
grant the dealer a longer tenure with more security to operate his 
station, yes, sir. 

Mr. Sueenan. In the last paragraph, on page 3, of your statement 
you apparently indict everyone in the petroleum business if my inter- 
pretation of your statement “in the petroleum business, feudalism, 
represented by the corporate landlord’s power * * *”, is correct. 

r. Nerurncer. Yes, sir, that is right, because the overwhelming 
percentage of the suppliers who lease stations to our service-station 
operators have not adopted any longer-term lease program. Conse- 
quently, we look at the indust — painting them all with the 
same brush. But I certainly believe the three companies that are 
ane longer-term leases at the present time are taking a definite 
step in the right direction. 


Mr. SuerHan. Then they should be annie from this paragraph? 
Mr. Nerurineoer. I should say so to some nem 
Mr. Evins. Mr. Chairman, I think I might make an. observation. 
This committee is interested in having your testimony and being help- 
ful wherever they can. But I doubt very much if this committee could 
write legislation telling a supplier what of lease they must enter 
into. Now you are familiar with the Federal Trade Commission and 
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also the Department of Justice in administering the fair-trade laws 
and the antitrust laws. If you, as a representative of the trade asso- 
ciation, have knowledge of unfair methods of competition or unfair 
trade practices, it would seem to me that you would direct those com- 
plaints to the Department of Justice or the Commission and let them 
investigate in behalf of the men you represent. 

Mr. Nerurncer. Well, of course, sir, we have done that. We cer- 
tainly have. We have documented the various complaints as they have 
been received, either by our office in Detroit or by the office of our 
general counsel, Mr. Snow,in Toledo. We have filed many complaints 
with the Commission and Justice Department Antitrust Division 
over the years. However, we do not feel that there is anything in 
the laws at the present time that adequately protects a lessee dealer. 
The chairman, Mr. Roosevelt, read, I believe, section 7 of a lease which 
certainly goes all out in saying that the individual lessees are supposed 
to be free to operate those businesses, but it does not work out that way 
in practice generally. This short-term cancellation lease is held up 
and, although there are no directives issued in writing, no meetings 
where they are told what to do, subtlety and concealment usually 
“ae the purpose. 

Mr. Evins. How old is your organization ? 

Mr. Neruincer. We were formed, sir, nationally in 1947; in Michi- 
gan our organizaiton is now in its 26th year. 

Mr. Evins. How many members do you have in your organization ? 

Mr. Nerurncer. We operate on an affiliated association basis, sir. 
We have 76 affiliated associations in 32 States. 

Mr. Evins. How many station operators does that comprise ? 

Mr. Neruincer. I imagine between 30,000 and 35,000, sir. 

Mr. Evins. And they want to know that you are getting some 
results, and your results thus far have been to get three companies to 
extend a longer period of their lease, and you have filed a number of 
complaints with the Commission and the Department of Justice. 
Would you say, without any results?) What have the results been of 
those inquiries ¢ 

Mr. Nerurncer. Well, sir, in 1939, to show you how long some of 
the litigation takes following the filing of these complaints, in the 
city of Detroit our Michigan organization filed a complaint with the 
Federa! Trade Commission, alleging that a particular company—it 
happened to be Standard Oil Co. of Indiana—was discriminating 
inprice. I want to present some testimony on that later in the session. 
Subsequently hearings were held and a cease-and-desist order was 
issued, and the matter has been appealed and reappealed and 16 years 
have elapsed since the original complaint was filed. It is now in the 
circuit court of appeals and probably will be heard next fall. So 16 
years later we still have litigation on the matter. 

Mr. Evrns. I think your testimony might well be presented also to 
subcommittee one, on Regulatory Agencies. You have a complaint 
directed toward them in their slowness of policy in disposition of cases. 

One further question. What specific recommendations do you, as 
representative of your trade association, have to present to this com- 
mittee in the way of reform? We have heard with interest your testi- 


ad but what specifically do you recommend that this committee 
o 
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Mr. Neruincer. Our counsel, Mr. Snow, who works very closely 
with me, feels that legislation could be drafted which would contain 
certain basic safeguards and fix certain minimum conditions upon 
which facilities could be leased in interstate commerce, and we believe 
that those three enumerated items which I mentioned, sir, in answer 
to your question, should be covered. We believe that legislation could 
be drafted which would afford fair protection to the lessee operators 
who lease stations from suppliers operating in interstate commerce. 
That is the remedy that I personally propose. Now there are people 
in our organization who propose divorcement proceedings or divorce- 
ment legislation, and there are others that propose that supplying 
companies should be limited in the percentage number of service 
stations which they can own. 

Mr. Roosrvett. I am particularly interested in your statement, and 
I gather from it that you do not believe that legislation which would 
require divorcement of the integrated company from the ownership 
of retailing facilities would be in the best interests of the industry as 
a whole? 

Mr. Nerurncer. That has been my personal feeling, sir, but as I have 
said, there are many people within our organization who feel that it 
would be. My personal opinion has been, up to this time, that it was 
not necessary to go that far. 

I would think that the legislative approach I have outlined would 
at this time be a better solution to it. However, if that fails, cer- 
tainly I think all three solutions are worthy of consideration. 

Mr. Roosevetr. Mr. Arnold? 

Mr. Arnotp. No questions, thank you. 

Mr. Roosrevert. Thank you very much, Mr. Nerlinger. 

Is Mr. Arthur Katz present ? 

Mr. Katz, would you raise your right hand, please? 

Mr. Karz. Yes, sir. 

Mr. Roosevetr. Do you swear that the testimony you are about to 
give before this committee is the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Karz. I do, sir. 

Mr. Roosevetr. Thank you. 

Would you give your full name and address to the reporter ? 


TESTIMONY OF ARTHUR KATZ, COLUMBUS, OHIO 


Mr. Katz. My name is Arthur Katz. My address is 491 West Fifth 
Avenue, Columbus, Ohio, sir. 

Mr. Roosrvevt. You may be seated. 

Mr. Karz. Thank you. 

Mr. Roosrvetr. Mr. Katz, are you going to read from a prepared 
statement ? 

Mr. Karz. Yes, sir. 

Mr. Roosnveir. Have you copies? 

Mr. Karz. Yes, sir. 

Mr. Chairman, I also have here a copy of a lease cancellation of a 
Mr. Bowerman, of Columbus. It is properly notarized. 

He wished for me to present this and have it put in the record, 
inasmuch as he cannot be here. But, if you want him here later for 
questioning or cross-examination, he would be happy to come here. 
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Mr. Roosgvevr. It will be accepted and marked as an exhibit. 

Mr. Karz. Shall I leave it or hand it to the reporter ? 

Mr. Roosrveur. Unless you want to refer to it specifically, I think 
it will be just as well to hand it in. If you want to refer to it, you 
can read any part of it. 

(The document referred to was marked “Katz Exhibit No. 1,” and 
will be found in the files of the subcommittee. ) 

Mr. Karz. Thank you. 

Mr. Chairman, members of the committee, I am an independent 
Standard Oil Co. of Ohio dealer in Columbus, Ohio, and I am presi- 
dent of the Ohio Gasoline Dealers Association. 

I purchased my service station in 1934. The margin of profit at 
that time was 4 cents per gallon. The retail price was between 16 
and 17 cents per gallon. Today, 21 years later, the retail price has 
advanced to 26.9. Our margin has also increased. It has gone from 
4 cents all the way up to 4.3 cents per gallon. 

And here is an explanation: In Ohio, retailers’ selling prices are 
controlled through company-operated stations of the Standard Oil 
Co, of Ohio where Standard, which has set the wholesale and tank 
wagon prices in sales to jobbers and dealers, also sets the retail price in 
sales to consumers. 

Standard Oil Co. of Ohio is the undisputed price leader at wholesale 
and dealer tank wagon levels throughout Ohio. 

Other major integrated companies operating in Ohio habitually 
follow Standard’s wholesale and dealer tank wagon prices. Thus, 
Standard sets the prices at which retailers throughout Ohio must buy 
gasoline. 

Through the operation of approximately 400 outstanding company- 
operated stations, Standard also sets the prices at which retailers 
throughout: Ohio must sell gasoline. These company-operated sta- 
tions are strategically situated at the highest traffic points in every 
city and community so that the public has maximum awareness of 
retail prices posted in these stations. This awareness is heightened 
by news releases of price changes and also by circus-size signs where 
competing retailers are slow to follow. When Standard’s company- 
operated stations change their retail prices, the representatives and 
district managers of other companies apprise their dealers with a 
view of their getting into line. 

If the price change means more margin, dealers of all brands are 
usually glad enough to accept it and follow Standard’s retail prices. 

It the price change means a cut in margin, various degrees of per- 
suasion or pressure are applied by different companies and in different 
parts of the State to secure compliance. Standard itself apparently 
refrains from coercive practices toward its retailers, but the over- 
whelming pressure of the prices posted in the company-operated sta- 
tions is sufficient to bring Standard’s 4,000 supposedly independent 
retailers into line. 

Standard’s price policy with respect to the margins allowed service- 
station operators has always required Ohio retailers to sell gasoline 
below their cost of doing business. 

Margins in Ohio are consistently 1 to 2 cents less than in Michigan, 
where they are protected by the Michi an below-cost law, and they 
are characteristically 1 to 2 cents below Fudiana: where the chainstore 





136 DISTRIBUTION PROBLEMS 


tax keeps the major integrated companies out of the retail business. 
Present Ohio margins of 4.3 cents are clearly less than the dealer’s cost 
of handling and selling gasoline. 

Moreover, Standard’s attorney told a wage arbitration hearing in 
Cleveland in 1937 that the labor cost alone per gallon of gasoline sold 
in Standard’s company-operated stations was 7 cents, twice the then 
retail margins. 

This statement was made in resisting a union claim for wage in- 
creases for company station employees, but it seems even more per- 
suasive as showing the need for an increase in dealer’s margins. 

Since then, wages formerly costing 7 cents per gallon have more 
than doubled, but dealer’s margins are still just 4.3 cents per gallon. 
We Standard dealers have gone to our supplying company and tried to 
explain our problems to them, and ask for higher margins, but this 
has been to no avail. 

Along that line, I might add my own personal experience. I was 
1 of a party of 5 Standard Oil dealers who went to Cleveland at one 
time to ask that we be given higher margins, that we could not pos- 
sibly exist on what they were allowing us. The answer we got was to 
the effect that we would have to go through a process of elimination, 
that we could not expect to make money selling gasoline. 

The successful operators would have to sell tires, batteries, acces- 
sories, and do various types of service, in order to make a profit. 

As to the future, we were told that possibly our margin would go 
as low as 2 cents, that we were rather fortunate to be getting what we 
were getting at the time, which was 3 cents. 

They mae a big issue of the fact that prices in Ohio are below the 
national average. And they are below the national average. But 
they are below the national average in almost the exact amount that 
the dealer margin is below the national average. 

In other words, the amount that the public is saving in Ohio, com- 
pared to the national average retail price of gasoline is almost com- 
pletely being taken by the dealer. 

In other words, the loss, the differential, is that differential which 
the dealer is taking between the margin we are getting 4.3, and the 
margin of national average which is, today, 5.35. 

We have also tried to get below-cost legislation. We have not 
succeeded in this, due to the opposition of major oil companies. In 
our Jast attempt, Mr. A. A. Stambaugh, board chairman of Standard 
Oil Company of Ohio, made a personal appearance at the committee 
hearing and spoke in opposition to our bill. As a typical example of 
this type of thing, I am now going to quote from a speech which Mr. 
Stambaugh made in Chicago Surini November of 1953. 

IT am quoting, sir, from the Gasoline Retailer, which is an inde- 
pendent publication. The issue is December 2, 1953. It is headlined : 
“Gas Price War Termed Corrective Mechanism.” 

The dateline, Chicago. 

I will read some of the statements here in this article: 

Gasoline price wars among service-station operators “are the corrective 
mechanism by means of which a market adjusts itself to any new forces,” A. A. 


Stambaugh, chairman of the board of Standard Oil Co. of Ohio, asserted in an 
address here. 
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Later he says: 


“Price wars” may develop where someone has a new and improved method of 
distribution—or thinks he has—by which he seeks to pass on part of his sup- 
posed advantage to the public in the form of lower prices. 

Such attempts are socially commendable and typical in our economy. 


I will read another paragraph: 


Soft competition, as exemplified by fair-trade acts, the Robinson-Patman Act, 
and any limitation of the building of service stations is un-American. 

This says Mr. Stambaugh’s opinion. I will also add that this speech 
was shortly after he had made his appearance in the Ohio Legislature 
during the period that we were trying to pass our, or, get a bill similar 
to the Michigan Fair Trade Act. 

There are, of course, 2 sides to every question—there are 2 sides to 
price wars. Mr. Stambaugh is entitled to his opinion, but we have 
also the opinion of a dealer who has gone through an extended price 
war and, if he were lucky, continued to stay in business. 

In this connection, I would like to cite my own experience. When 
1 purchased my station, I managed, by using ony cent I had, and, 
in addition, borrowing from other sources to pay the required down- 
payment on the station. 

In addition to making monthly payments on the station balance on 
the 1 cent per gallon, I had to make payments on the money I had 
borrowed. In 1935, not too long after 1 had purchased my station, 
we were thrown into a price war and our margin was cut to 2 cents 
per gallon. 

In order to survive, I had to dismiss my only employee and work 
the station by myself. My hours were from 7 a. m. to 10 p. m., 7 days 
a week. There were some nights when I took the seat out of my car 
and laid it over near the stove and just went to sleep. I just did not 
feel like going home and coming back that early in the morning. 

Had the price war lasted a month longer than it did, I would have 
lost my station and everything I had invested in it, both money and 
the long hours of hard work. I might add that during the price war 
the price was reduced 31% cents. When it ended, the price went up 
5 cents per gallon. It went up 5 cents overnight. Our margin was 
exactly the same as it had been previous to the price war. We received 
no part of the additional cent and a half raise. 

Mr. Roosrveit. Your wholesale price did not fluctuate at all during 
this period ? 

Mr. Karz. It certainly did, our wholesale price dropped to where 
we were operating on a margin of 2 cents a gallon during this price 
war. But at the conclusion of the price war, the price, instead of going 
back to its former level, went up to 5 cents a gallon overnight, which 
made it a cent and a half above the previous price before the price 
war. 

This was about 20 years ago, but the memory of this experience I 
will probably never forget. I wonder if Mr. Stambaugh, had he gone 
through my experience, would still feel that price wars are socially 
commendable and typical in our economy, and would he still say that 
preventive measures, such as fair trade acts and Robinson-Patman Act 
are un-American, 

I do not question Mr. Stambaugh’s right to his opinion, he has every 
right to feel the way he does. And, certainly have every right to 
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feel that in my mind he is absolutely wrong. To me, price war does not 
mean a socially commendable part and it certainly, to me, is not a 
typical part of our economy. To me the price war is usually a vicious 
mechanism which the major oil companies sometimes use to dispose of 
extra amounts of gasoline. 

They do this by forcing the dealer to accept margins sometimes half 
of what they normally would be. And when the price war is over, 
the dealer has suffered, and the price very often, as it did in the case I 
cited, goes back even higher than it was before. 

The very word “war” which is included is typical. It belongs in 
there because in a war someone always gets hurt. And in price wars, it 
is always the dealer. 

I have never heard of a major oil company going broke because of a 
price war. 

The question then arises, gentlemen, which is un-American, the price 
war which takes the life savings of thousands of dealers every year, or 
the effective measures to prevent them? Which is un-American! I 
will leave that for you to decide. 

The petroleum industry today is at the greatest era of prosperity 
ever known in the history of our country. Every segment of the in- 
dustry shares in this, except the dealer. The major oi] companies are 
wallowing in prosperity, while the dealer exists on “depression” 
margins. 

We come to the inevitable question, What is the solution to our prob- 
lems? As I see it, gentlemen, the answer lies either in divorcement or 
national legislation patterned after the Michigan Below-Cost Sales 
Act. 

By divorcement, I mean either legislation or judicial holdings which 
would prohibit the major integrated companies from owning service 
station facilities, or operating them in competition with their own 
dealers. This alternative is, as yet, untried in the petroleum business, 
although, according to newspaper stories and reports from our at- 
torney, the prayer of the Government’s petition in the case against 
seven west coast oil companies, asks the court to order divorcement. 

On the other hand, the principle of the Michigan Below-Cost Sales 
Act, prohibiting sales of petroleum products below cost with the intent 
to injure competition, has been tried and proved successful in Michi- 
gan for 15 years. 

This act does not fix or guarantee dealers’ margins, but it does make 
sure that operators, who have invested their savings and their efforts 
in conscientiously developing a location and in serving the public, will 
not be driven into bankruptcy through competition of company-oper- 
ated stations or misguided retailers, who operate below cost or use 
profits from another branch of the business to subsidize a retail opera- 
tion in order to force down other retailers’ prices. 

By prohibiting such destructive competition, the act protects and 
advances competition and savings based on efficiency. e efficient 
and cicphantia operator may pass along to the public the savings 
based on efficiency, and he may also retain the fair reward of his 
own effort based on service to the public. If he gives good service, 
handles good products and sells them energetically, has a good loca- 
tion, works long enough hours to meet the demands of the public, 
and is prudent in all of his expenses, and efficient in his operations, 
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he may expect a fair living or reasonable profit in his business. Is 
that wrong ? 

This holds true, as a matter of course, in any other business. In 
the service-station business it requires a law. 

Speaking for those dealers of Ohio whom I represent here, I 
want to impress upon you the fact that we cannot continue to operate 
on depression margins. Hundreds of dealers in Ohio go out of busi- 
ness every year, losing not only their own money, but winding up 
deeply in debt. I hope, gentlemen, that you will give our problem 
serious consideration and help us find a solution. 

Thank you. . 

Mr. Roosevetr. Thank you, Mr. Katz. 

Let me first ask you if you will tell us about how many dealers 
your association represents ¢ 

Mr. Katz. We in the Ohio Gasoline Dealers Association, sir, repre- 
sent various associations, local associations, throughout the State of 
Ohio. 

Our membershp will comprise, I would guess, between 1,200 and 
1,500 dealers at the present time. 

Mr. Roosrveit. Thank you. 

On page 2 of your statement, the end of that first paragraph, you 
state that— 

* * * the overwhelming pressure of the prices posted in the company-operated 


stations is sufficient to bring Standard’s 4,000 supposedly independent retailers 
into line— . 


even though you would admit, a little further up, that— 
Standard has not used coercive practices. 


Would you explain to the committee a little bit what that pres- 
sure is? 

Mr. Katz. Yes, sir. 

By using coercive practices, I am referring to the practices of 
domination which many of the companies use, of intimidation, of 
coercion. It is rather peculiar. Many situations in the gasoline busi- 
ness are peculiar, sir. 

But this seems to be the degree. As the dealer attains more degree 
of success, in many cases, the more he is dominated. When he first 
starts in a location that is not too good, the companies do not bother 
him too much. They more or less let him go. They are happy to 
have a dealer there so that the station does not have to stay closed. 

As this dealer, through his long hours of work and his successful 
operation, becomes successful, the more, in many cases, he is domi- 
nated. And if he does too good a job, he loses the station and 
then it is passed on to somebody that, perhaps, stands in higher favor 
in the company. 

In these practices, as far as coercing the dealer, as far as dealer 
pressure, Standard, sir, is not bad. I do not believe that they domi- 
nate the dealer too much in that particular war. However, their 
domination, sir, is in price, the price that they maintain in their 
cooperation. 

ey have these 400, approximately, service stations throughout 
Ohio; many of them are new. They have just recently been built. 
Some of them cost as much as $100,000. The services they give are 
perfect. They have lots of help, the stations are beautiful, they are 
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attractive, they are in strategic locations. The price that they post 
becomes the price that we have to sell for. 

Even the price today is 26.9. Even then, the eo oe always seems to 
be at a nine-tenths level, creating a sort of a psychological barrier that 
the dealers, in order to try to help ourselves to go to a higher margin, 
would have to go into another price bracket. 

There have been few cases, 1, I would say about 6 or 7 months ago, 
when Standard, for some reason or other, drop the price to, 1 
believe, 26.3. At that time many of the dealers kept the margin of 
26.9. However, after a short while, a very short while, the price was 
brought right back up to 26.9. That-gives us our 4.3 margin. 

To get more than that, we would have to raise our price above the 
price of the Standard Oil Co.-operated stations. If we do that, I 
do not believe that we would sell much gasoline. 

Mr. Roosrvett. The point of my question, Mr. Katz, was to ask 
you whether you think that the company-operated station, with the 
power of price fixing which it has, produces a state of unfair competi- 
tion to the independently owned or leased station, which is selling the 
same product ? 

In other words, in your opinion, does the company-operated station 
present a problem in itself which might be the subject of divorcement 
or of linislalieni? 

Mr. Katz. Yes, sir; it most certainly does. If the company-oper- 
ated stations were not in existence, I believe the price would, in all 
See find itself on fair level as prices do in any other com- 
modity. 

Usually prices are set by cost plus cost of operation, cost of doing 
business, I would say, plus a reasonable profit, and that becomes the 
selling price. In our case in Ohio, the price that we are allowed does 
not permit that, sir. It does not permit what I consider to be any 
profit at all. 

Mr. Roosevett. Thank you. 

Do you know, in your experience, of any case where, after a price 
war, the prices have not gone back almost immediately to where they 
started from, or higher? Have they every stayed, in other words, at 
the lower level after the so-called war itself is over? 

Mr. Katz. No. I would say, sir, that I know of no case at all where 
the price, after the price war, has not gone up at least to the previous 
level. However, sir, I do know of cases where, after a so-called 
price war, the price has gone up, but the dealer margin has not gone 
up to the previous level. I could cite one case, if you would like to 
hear it, sir. 

Mr. Roosrvett. I am more interested at the moment in thinking of 
the consumer. I have heard the argument made that the price war 
is to the benefit of the consumer because he gets the advantage of the 
lower price at the gas pump, at least, temporarily. However, if it 
eventually results in going back to the original price or higher, he 
does not get a very long, permanent advantage. 

Mr. Karz. No, sir; he does not. I believe that in most cases the 
price, at the end of the price war, goes up at least as high, or, in some 
cases, as I have cited here, even higher than it was before the price 
war. 

I do not believe that the public particularly gains in the price war. 
I think the dealer certainly does me the casualty. 
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Mr. Rooseverr. One last question. I think the committee is in- 
debted to you for your constructive suggestion regarding legislation 
atterned after the Michigan law. However, one point in that legis- 
lation would have to be whether it would be constitutional to legislate 
in the field of interstate commerce. I presume that your theory in 
making it a national law would be that gasoline is sold and trans- 
ported on an interstate basis, rather than just on an integrated state- 
wide basis? 

Mr. Karz. It most certainly is, sir. In almost every case, I believe, 
there are few States in which the gasoline is produced, refined, and 
sold without coming across the State line. 

Mr. Roosevett. Thank you. 

Mr. Steed ¢ 

Mr. Sreep. Mr. Katz, I think you have inadvertently left an im- 

ression here in your statement that you did not intend to leave; at 
east I assume so. 

In the beginning of your statement you said that in 1934 retail 

asoline top price was 17 cents a gallon, but that 21 years later it 
is 26.9 while during this same time the dealers’ profits only go: up 
three-tenths of a cent. Now, without any further explanation, that 
would assume that the producers of gasoline have gained almost 10 
cents a gallon ? 

Mr. Katz. Some of that, a small part of that, sir, I believe was 
possibly an increase in tax. However, the larger share of it has, I 
—a gone to—— 

Mr. Streep. Can you give us the tank-wagon price in 1934 and the 
tank-wagon price today ? 

Mr. Karz. Yes, sir. The tank-wagon price at the time was just 4 
cents below the retail price. In other words, the tank-wagon price is 
the price at which we buy, so the price at that time, as I recall it, sir, 
was between 12 and 13 cents. 

Mr. Streep. Did the tank-wagon price in 1934 include all taxes? 

Mr. Katz. Oh, yes; the price to us always includes the tax. 

; bog rapes That would still be reflected in the tank-wagon price 
oday ¢ 

Mr. Karz. Certainly. When we buy gasoline from the company off 
the truck, we pay all of the tax, Federal and State. 

Mr. Steep. Has there been any improvement in the quality of the 
gasoline in the last 21 years? 

Mr. Karz. Most certainly. 

Mr. Sreep. Would you have any way of knowing whether the 
7 of producing present-day gasoline would be higher than it was in 

_ Mr. Karz. I would certainly imagine that the cost would be higher, 
sir; because labor cost has gone up tremendously. In every part, I 
imagine, of the im industry, their labor costs today are higher 
than they were back in 1934. The only part of the cost in the petro- 
leum industry, sir, which has not gone up from 1934 is the portion that 
the dealer retains. 


Mr. Steep. How much has the tax levied on gasoline gone up in the 
last 21 years? 


Mr. Karz. The to the best of my knowl h 
would say, around 2 ants y knowledge, has gone up, I 
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Mr. Streep. Does that include the Federal tax, too? 

Mr. Karz. I would think so. I could check those figures, sir; I 
did not bring them. However, I rather imagine that it is right around 
2 cents. It could possibly as as much as 3 cents. 

Mr. Streep. Well, then, it follows that the supplier isn’t necessar- 
ily making the whole amount of profit that is reflected in the differ- 
ence between the price then and the price now, less whatever extra 
profit the retailer is making? 

Mr. Karz. No, he is making this additional amount, as far as profit 
is concerned, less the increase in tax. I would be happy to get those 
figures, sir, and I believe that it would probably figure out around 2 
cents a gallon. 

Mr. Streep. I am not real sure about it, but I think that Federal tax 
increase itself would count for quite a bit of it. 

Mr. Karz. It might quite possibly be that you are correct, sir; but I 
would say that the amount that the major oil companies have retained 
has been far beyond the three-tenths of a cent, sir, that we have 
retained 

Mr. Steep. Do you handle the same grade of gasoline now that you 
did 21 years ago? 

Mr. Karz. Yes, sir; we have a regular and a premium. We had 
that 21 years ago. 

Mr. Rooseveur. Mr. Sheehan ? 

Mr. Sueenan. Mr. Katz, you purchased your station in 1934. Do 
you own the property ? 

Mr. Karz. Yes, sir. 

Mr. SHEEHAN. You do not have a lease agreement ? 

Mr. Karz. I have no lease agreement of the typical lessee type of 
operation. 

Mr. Surenan. In other words, you are the sole owner of the prop- 
erty and can do what you want with it? 

Mr. Karz. That is correct, sir. 

Mr. Sueenan. And you are still in business today ? 

Mr. Karz. I am still in business today. 

Mr. SHeeHAn. In other words, you have been in the gasoline busi- 
ness 21 years? 

Mr. Karz. I have. 

Mr. SHeeHANn. Would you care to tell us, based upon your income 
tax returns, how many of these years you operated at a profit? 

Mr. Karz. How many years I have operated at a profit? 

Mr. SHEEHAN. Yes, sir. 

Mr. Karz. I have operated at some degree of profit every one of 
oa years. If I had not, I would have had to find something else 
to do. 

Mr. SHEEHAN. Yes; however, on page 2 of your statement, you say: 

Standard’s price policy with respect to the margins allowed service-station 
operators has always required Ohio retailers to sell gasoline below their cost 
of doing business. 

Mr. Katz. What line is that again, sir? 

Mr. Sueeuan. The last paragraph on the bottom of page 2. 

Mr. Karz. Yes, sir. 

| Mr. Saeexuan. But you apparently are making money? 

Mr. Karz. No; there is a difference, sir, between getting by and 

making money. There are lots of ways in which you can get by. You 
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ean get by by doing an operation yourself, which should normally be 
done by two people. 

In the service-station business that very often is the case. 

Mr. Sueenan. Of course. Again, on page 3 you also say: 

Present Ohio margins of 4.3 cents are less than the dealer’s cost of handling 
and selling gasoline. 

Then you are now saying, in effect, that the reason you are so suc- 
cessful is you spend long hours in the business. 

Mr. Karz. The reason that I am successful, sir, is that several years 
ago I saw the picture rather clearly, and I saw that I would never 
be able to make any money in the service-station operation and that 
if I intended to attain any measure at all of financial success, I would 
have to find other means of doing so, and that I proceeded to do. 

However, I still own the service station, although, it accounts for— 
well, it does not account for the greater portion of my earnings. It 
does take, I expect, 90 percent of my time. 

Mr. SHEEHAN. Welt. it is rather hard for me to reconcile these 
thoughts, because I am a businessman myself, and if I were in business 
for 21 years and I felt I could not make money, I would get out of 
business, 

If I were forced to work the long hours which you claim you did in 
order to make a profit, I would have quit and taken two jobs. 

Mr. Karz. Well, perhaps a lot of them would be better off, and per- 
haps my solution would be to.do that. But that still would not be 
the solution for the probably 95 percent of the other dealers who have 
10 place else to go. They have their money tied up in the service 
station that they operate, and that to them I do not believe would be 
much of a solution. 

In fact, when I state here that as far as profit, I think in most 
businesses the amount of time that a man spends in the operation of 
his business certainly deserves some sort of compensation, even if it 
is a dollar an hour, whatever it is, and I believe that when we nor- 
mally speak of profit, that we would speak of profit which would be 
left after that is taken out. 

And in the service-station operation, in my own service-station 
operation, there is not any profit left there at all. 

When I speak of below cost of doing business, again, referring 
to the Michigan fair-trade law, where the law clearly shows that their 
cost of operation was, I believe, 5.7, 1 can also refer to the national 
average on gasoline dealer margins, which is 5.35, considerably higher 
than our 4.3. There aren’t many States that operate as low as we do. 

Mr. Sueenan. As I understand the general tenor of your remarks, 
your major complaint seems to be Standard Oil’s policy of forcing the 
prices down to independents like yourself through their being able to 
set prices in their own station. Is that right? 

Mr. Karz. Yes, sir. 

Mr. SHeenan. Now, you are an independent man and you own your 
own business, and you do not have any lease contract. Why fool 
around with Standard Oil? Why don’t you go to another company? 

Mr. Katz. Because Standard Oil dominates the Ohio market, sir; 
and any other company follows that same practice. I would not 
better myself by leaving Standard Oil. The only thing I would do 
would be to get further away from the problem. At least, this way 
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I am close to it. When I register my protest, it is direct; it does not 
go through any other source. I would not be better off; the other 
companies follow the Standard Oil price. There would not be any 
difference; there would be no advantage. 

I always live in the hope that their policies, as far as pricing, may 
become more liberal. 

As I stated before, in practice other than that they are a good com- 
pany to get along with. 

Mr. SHeenan. Many times we who are in business will take a cer- 
tain item and sell it at either cost or below cost in order to bring 
traffic into our particular station or our particular business. 

For instance, in the grocery business no wholesale grocer makes 
money on sugar. Yet everybody has it. It is a loss. But most of 
them make money. Now, shouldn’t the same be true in your station? 

Mr. Karz. No, sir; I quite disagree. In the grocery business they 
may pick out certain items which are attractive to people or offer 
them at cost or less. They do not pick out the item which is their 
biggest stock in trade, in which they do the greatest amount of busi- 
ness. There is a tremendous business difference between the grocery 
operation, or any other type of retail operation, and the service station. 

Now, in the grocery operation of which you speak, let us say that 
I am an independent grocer. I rent a building, and I can buy imme- 
diately from any one of ten wholesale grocer companies whose sole 
hope of staying in business is to supply me with groceries I can buy 
from any of them. 

Mr. Sueenan. They sell sugar at the same price, and coffee, and 
things like that. They are in the same position you people are. 

Mr. Karz. I would sell coffee at the same price, too; but if people 
came in my grocery store, they would perhaps walk out with $15 worth 
of groceries. The sugar they buy would be a very, very small portion 
of that; and if I sell that at cost, I still would show a nice profit. 

There is a big difference between the grocery operation and the 
service-station operation. 

And, as I was saying, this grocer which you speak of, sir, has his 
choice of buying. He can pick the supplier that gives him the best 
possible price, and that supplier has to keep this man competitive 
and has to keep him in operation, because if this er goes out of 
business, then that store may be taken over by a ke shop, by a 
raat by something i a ene # has lost an account. 

ey also do not come along and open up a retail grocery a block 
away from him and compete with tay They do not do that. 

I might also say that in the service-station business, that does 
not apply. The theory that you have to keep a man prosperous and 
keep him in business isn’t necessarily true, because, if this man goes 
out, there is always somebody else that will come along, see the ad 
in the paper, “Own your own business; be a successful service-station 
operator,” do this and do that, and it has a lot of a peal to the man 
in the factory. It is usually the ultimate goal to which he looks, to 
operate his own business. 

Some of the companies in Columbus now have even opened training 
schools, so-called training schools, where they take the future operator 
who can qualify, having the amount of cash which will qualify him 
for station operation. ey put him in this so-called training school 
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where he works for them until a station is opened. Then they have 
him available to put him in as soon as the other man is ready to 

t out. 

O Mr. Sueenan. One other question. Would you give us an esti- 
mate, based upon your own knowledge in your own particular busi- 
ness, of what part of the profits of your business come from car wash- 
ing, greasing, sale of tires, et cetera ¢ 

Mr. Karz. The portion of profit that would come 

Mr. SueeHan. Let’s not say profit; let me amend it to ask what 
part of your gross income is other than gasoline sales, percentagewise ¢ 

Mr. Karz. I would have to check those figures, sir. Some of these 
services which service stations usually perform, like washing and 
things of that sort, I do not happen to do, because I have a rather 
obsolete type of service station. In fact, that is one of my problems 
now. I have to decide about building a new building. 

Mr. SuHeenan. Then you do not know the answer to my question 
offhand; is that right? 

Mr. Karz. No; I do not. 

Mr. Sueenan. That is all I have, Mr. Chairman. 

Mr. Roosreverr. Mr. Evins? 

Mr. Evins. I have no questions, Mr. Chairman. I think he has 
made a good witness. 

Mr. Karz. Thank you, sir. 

Mr. Roosrvett. Mr. Arnold? 

Mr. Arnotp. Do you know:the margin of profit that is allowed 
you on TBA items which are sponsored by Standard, or by Atlas, 
for instance, on tires or batteries? 

Mr. Karz. Yes. When you talk about the percentage of profit 
that would be allowed the dealer by Standard, actually that is a little 
confusing. The amount that you would refer to would be the differ- 
ence between the cost and the so-called recommended selling price. 
However, that selling price—it is impossible to obtain that. 

When you sell tires in a business that is competitive, like the tire 
business, why, you are competing in Atlas tires, you are competing 
with some pretty tough competition in that their own company service 
stations will give very, very competitive prices. If you expect to 
sell them, you have to get your price down to compete with them. 

As to the percentage of profit, that is why I say in many cases the 
percentage of profit is quite low. 

Mr. ARNOLD. Quite low? 
Mr. Katz. Yes, sir. 


Mr. ArNoxp. Is there any attempt to tell you, on the part of Stand- 
ard, what price you should sell the tire for? Do they make a recom- 
mendation ? 

Mr. Karz. You are referring to me specifically ? 

Mr. Arnoxp. Yes; to the individual dealer. 

Mr. Karz. Well, to the individual dealer, I do not believe so. 
Their only concern, as I would see it, would be that the dealer does 
try to sell as much merchandise as he possibly can. As to the price, 
I believe that would be strictly up to the dealer. But, as I said before, 


if he is going to sell those items, he has to be competitive or he is not 
going to sell them. 
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Mr. Arnotp. One other question. You mention divorcement and 
you also mentioned the situation of the small grocery store and his 
wholesaler. 

If you divorced completely the retail outlets from the suppliers, 
from the wholesalers, do you think that would promote competition 
among the wholesalers at the wholesale price level ? 

Mr. Karz. Yes; I believe it would do that. However, the best 
thing that I think it will do, it would remove this barrier which more 
or less says we can go this far, we can go 4.3 cents, but we cannot go 
any further. It would remove that. 

And I believe, as in other States, the price would find its own level. 

Mr. Arnoip. Well, we are worried also, besides the small-business 
man, about the consumer again; and, as far as I can see, there is a 
lot of price competition over about 4 cents on the retail level. Yet 
the greater bulk of the price that the consumer pays is the wholesale 
price. I, at least, would be interested in determining whether there 
should be more competition in the wholesale price level, and whether 
that would result in a lower price, long-term, to the consumer. 

Mr. Karz. Yes, sir; I believe that it would. In fact, I could cite 
this example, sir: I, as a service-station operator, selling gasoline 
is my livelihood, as well as thousands of other dealers in Ohio. We 
pay a certain specific price which is 26.9, less 4.3; 22.6. Now, let us 
say that I do not operate a service station any more, but I have gone 
into the trucking business and I operate a fleet of trucks and I will 
use almost the same amount of gasoline in those trucks that I will sell 
in my service station. I can buy gasoline then cheaper than I can 
buy it as a dealer because there is competition there. ‘They will com- 
pete to get my business and the price will be from a cent to a cent and 
a half below the price that I will pay as a dealer. 

That is why I believe the wholesale price could be lessened if there 
were real competition in the service-station field. 

Mr. Roosrveur. Mr. Steed, do you have any questions? 

Mr. Streep. First, Mr. Katz, I would like to make a facetious re- 
mark, and then I want to ask a serious question. 

You referred to this training school for service-station operators. 
From the tenor of your statement, it sounded more like a training 
school for “suckers.” 

Mr. Karz. Unfortunately, in many cases, sir, that is true. 

Mr. Streep. The serious question I want to ask is: You gave some 
detail as to the policy and practice of the Standard people in setting 
the price and of holding the price quite low as compared to the 
national average in adjoining States. 

Now, since you also state that all the other companies and all the 
other dealers meet that price, in the conversations you imply that 
you had with the representatives of the Standard Co., do they give 
you any reason as to what advantage they think they gain by that? 

Mr. Karz. As to the advantage that they gain, well, I believe, sir, 
that the advantage that they gain is the fact—in fact, we were told 
that we should not expect to make a profit selling gasoline and that 
in this process of elimination that we would have to go through, 
the successful dealer would have to make his money selling tires, 
batteries, and accessories. 
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Of course, the major oil companies themselves do not follow that 
practice. I believe gasoline sales to them show a very good rate of 
rofit. 
1 Mr. Streep. Well, I still cannot understand what they would hope 
to gain by having fewer outlets for their product, by starving dealers 
into bankruptcy, or what they would fain by setting a price at any 
figure, if all their competitors meet it. They would have no additional 
opgee for customers. 
fr. Karz. The question as to why they keep the dealer margin 
as low as they do, is a question that I have tried to get an answer 
to for a good many years. I have never yet gotten an answer that 
I felt was a reasonable answer. 

I would like to know that, myself. 

Mr. Sreep. Well, I assumed from some of your remarks, that you 
had discussed this matter with representatives of the company. 

Mr. Katz. Yes, we have. However, as I say, the answer that we 
are given is to the effect that we should not expect to make profit in 
gasoline. 

Now, as to why we should not make profit in gasoline, I do not know 
why that theory should persist. I do not know. 

In other States the dealers have a margin sufficient which gives 
them a profit on gasoline. The theory that they have behind their 
reasoning, sir, I do not know what it is. 

Mr. Sreep. It seems to me what you are saying is that: Here is 
a company that manufactures a large quantity of a certain product, 
and it does not want the people who retail that item to make any 
money at it. 

What little I know about the philosophy of business, that would not 
make good sense. 

Mr. Karz. There are a lot of things in the gasoline business, sir, 
that do not make good sense. 

Mr. Roosrevert. Mr. Katz, let me just ask you one other question. 
You made the statement that Standard Oil sets the price in Ohio. In 
other words, all by agreement, the other companies follow the price of 
Standard Oil, or 

Mr. Karz. No, sir; I certainly do not mean to infer that there is 
agreement. I have no knowledge that there is agreement. I say this, 
that the price that Standard sets in their cooperated station becomes 
the accepted price. The other companies follow. Sometimes it is the 
next day. 

As a rule, when a price change occurs, the newspapers carry the 
publicity that Standard Oil announced the price of gasoline will go 
up a half cent, effective today, and usually within 24 to 48 hours, 
the other companies will also be at the same price. 

Mr. Roosrvett. Is Standard always the first to make this change? 

Mr. Karz. You mean in every case? No. There are exceptions. I 
will say that they are usually the first. I think in the most cases they 
are the first. Now, possibly this is because of the fact that they oper- 
ate these company stations. Most of the other companies operate, if 
any, very few company-operated stations. And they probably would 
only be able to announce a wholesale price increase, and perhaps that 
would not be too effective. Standard usually announces the price 
increase, and the other companies usually follow. 
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Mr. Roosevett. Thank you, Mr. Katz, on behalf of the committee. 
Mr. Arnoxrp. I want to present for the record a lease agreement 
between E. D. Horton and the Standard Oil Co., dated May 13, 1950; 
and another lease agreement between E. D. Horton and Standard Oil 
Co., dated April 1, 1951; and an equipment loan agreement between 
Mr. E. D. Horton and Standard Oil Co., dated the Ist day of April 
1951. 
These agreements were supplied to the committee today, pursuant 
to request made yesterday by the committee to Mr. Horton. 
(The documents referred to will be found in the files of the subcom- 
mittee.) 
_Mr. Rooseveit. The committee will now recess until 7: 30 this eve- 
ning. 
( Whereupon, at 5:15 p. m., the subcommittee recessed, to reconvene 
at 7:30 p. m., of the same day.) 


EVENING SESSION 


The committee reconvened at the expiration of the recess, at 7:30 
>. m. 

Mr. Roosevetr. The committee will be in order, please. 

The first witness this evening will be Mr. James V. Cresente. Is 
Mr. Cresente here ? 

Mr. Cresente. Yes, sir. 

Mr. Roosevetr. Will you raise your right hand, please? 

Do you swear that the testimony you are about to give before this 
committee is the truth, the whole truth, and nothing but the truth, so 
help you God ? 

Mr. Cresente. I do. 


TESTIMONY OF JAMES V. CRESENTE, GARFIELD HEIGHTS, OHIO, 
ACCOMPANIED BY WILLIAM D. SNOW, HIS ATTORNEY 


Mr. Roosrve.t. Will you give your name and address to the re- 
porter, and then if you would speak loud enough so that the gentlemen 
in the back of the room could hear you I know they would 
appreciate it. 

Mr. Cresente. Yes,sir. My name is James V. Cresente, my address 
is 5230 East 119th Street, Garfield Heights, Ohio. Mr. Chairman 
and members of the committee, during the 8 months’ period from 
October 1953 to June 1954, 7 major oil companies operating in the 
Cleveland area established a pattern of price-discrimination prac- 
tices which destroyed the business and profit opportunities of hun- 
dreds of service-station operators in and adjacent to the price- 
discrimination area. 

The companies which engaged in these price-discrimination prac- 
tices were as follows: 

Standard Oil Company of Ohio; Shell Oil Co.; Gulf Refining Co.; 
Pure Oil Products Co.; the Texas Co.; Broadway Petroleum Chics. 
and Sinclair Oil wae 

Mr. Rooseverr. Mr. Cresente, may I interrupt you just a moment? 
I understand that you are king for an association ? 

Mr. Cresente. That is right, Mr. Chairman. 

Mr. Roosevett. Would you just name the association ? 
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Mr. Cresente. The Cleveland Gasoline Dealers Association. We 
are affiliated with the Ohio Gasoline Dealers Association. The Ohio 
eae Dealers Association is the master association for the State 
of Ohio. 

Mr. Roosevett. You are the secretary or the president ? 

Mr. Cresente. I am the president. 

Mr. Roosevett. Thank you very much. 

Mr. Cresente. These price-discrimination practices were initiated 
by Standard Oil Company of Ohio and were followed the same day 
by the other companies noted. 

Here is the event which preceded the establishment of this price- 
discrimination pattern : 

An independent distributor known as Giant Stations opened a loca- 
tion at Brookpark and Ridge Roads in Cleveland, and began to adver- 
tise a price of 25.9 cents at a time when the retail price set in the 
company-operated stations of Standard Oil Co., which is the market 
leader in Ohio, was 27.9 cents. 

In response to this, Standard Oil Company of Ohio and the other 
companies which followed, established a zone with a radius of 2 miles 
around this new Giant station and reduced their dealer tank-wagon 
price of the gasoline to dealers within this circle seven-tenths of a 
cent per gallon upon condition that the dealer reduce his retail price 
1 cent per gallon to 26.9 cents. 

The methods used by the different companies differed somewhat 
in securing dealer oes with the company-dictated 26.9 cents 
retail price, but the effect of the actions of the various companies 
was the same. Their conduct toward the service-station operators 
resulted in depriving dealers within this circle which they established 
of three-tenths-of-a-cent-per-gallon margin previously enjoyed, but 
the effect of this practice on several hundred service-station operators 
outside the circle but adjacent to it was even more disastrous. 

The price discrimination in favor of the dealers within the estab- 
lished circle deprived dealers on the outside of this circle of a sub- 
stantial portion of their business, and in turn required some of these 
dealers to cut their prices a cent a gallon to the retail price established 
within the circle, hence cutting their margins a full cent per gallon, 
since they had received no tank-wagon price reduction. 

As president of the Cleveland Gasoline Dealers Association, I 
called a meeting of our board of directors to hear the complaints of 
dealers, both inside and outside the circle, and to study the facts. 

This meeting was attended by our local association counsel, Mr. 
Joseph A. Thiel, who had consulted on the problem with our State 
and National counsel, Mr. William D. Snow. After hearing and 
studying evidence presented at this meeting, including invoices show- 
ing the different prices charged in the circle and outside the circle, 
and the statements of dealers who were affected by the coercive prac- 
tices involved, it was decided to seek relief against these price-dis- 
crimination practices by eee to the Federal Trade Commission, 
as provided in the Robinson-Patman Act. 

uch complaints were prepared for my signature by Mr. Thiel, in 
consultation with Mr. Snow, from the evidisins presented at that meet- 
ing. In the case of the complaint against each company, invoices of 
this company to a dealer inside the special circle, and also to a dealer 
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just outside the circle showing a seven-tenths cent difference in tank- 
wagon price, were attached. 

Likewise, affidavits were taken from the dealers involved, and our 
fieldmen and attorney personally conferred with each of these dealers, 
The complaints filed were those founded upon the documentary evi- 
dence, as shown in the invoices, showing different tank-wagon prices 
and the affidavits of the dealers involved as to company actions. 

Our fieldmen made an inspection of the premises of these dealers 
and were shown the circus-size price sign furnished them or forced on 
them by their supplying companies within the established circle. In 
this way I received factual knowledge and documentary evidence as 
well as the affidavits of the dealers involved, upon which to found the 
complaints which were filed. 

It will be noted that the violations complained of were not only a 
violation of the Robinson-Patman Act prohibiting price discrimina- 
tion, but in addition involved intimidation and dictation of retailers 
in an effort at price fixing, and because of these aggravating circum- 
stances we asked the Federal Trade Commissivn for an expeditious 
inquiry. 

I have here the copies of our seven complaints. They state in the 
case of each company that it is engaged in interstate commerce, that 
it discriminates in price between different purchasers of gasoline of 
equal grade and quality, such purchases tho of the same class, 
namely, service-station operators, and such purchasers being in the 
same marketing area, and all being relatively the same distance from 
the bulk plant serving them, and that the effect of such discrimination 
in each case was to injure competition. 

Each complaint incorporated photostatic copies of invoices show- 
ing the discrimination complained of and described the languages by 
the company, such as “competitive allowance,” and so forth, to de- 
scribe the discriminatory discount. Each complaint described as to 
each company the manner by which this company had reduced or 
coerced its retailers within the circle to lower their price to the com- 
pany-dictated 26.9 cents price per gallon. 

Now I will present to the committee the letter from Mr. Harry A. 
Babcock, Director of the Bureau of Investigation of the Federal Trade 
Commission, which was sent to me in response to the filing of these 
complaints. In this letter Mr. Babcock ackowledged receipt of the 
complaints and commented on them as follows: 

From an examination of these various complaints it appears that the oil com- 
panies in question are discriminating in price between their respective dealers 
by granting temporary competitive allowances of from five-tenths to seven- 
tenths cent per gallon on the condition that such dealers will reduce the retail 
price of gasoline to a specified figure. 

Mr. Babcock then discussed the decision of the Supreme Court 
in Standard Oil Company v. Federal Trade Commission (340 U. S. 
231), dealing with the so-called good-faith-meeting-competition de- 
fense and said: 


In the light of this construction of the statute, it follows that a seller is with- 
in his legal rights in confining his price reductions to dealers in the vicinity of 
the dealer or dealers whose competition he seeks to meet, even though such ac- 
eae? in injury to customers to whom similar reductions are not made 
available. 
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The decision of the Supreme Court in this case dealt with the so- 
called good-faith-meeting-competition defense, and said, in effect, 
that it is a substantial defense for a seller to show that his discrimin- 
atorily lower price was made in good faith in meeting competition and 
to retain a customer in actual or primary competition. 

The oil companies which gave a discriminatorily lower price to 
dealers within this circle were not trying to retain the dealers as 
customers—these dealers were bound to those companies by leases and 
dealer agreements and they could not escape unless the oil company 
canceled them out, so it was not. necessary to offer them any dis- 
criminatory price to retain them as customers. 

My reply to Mr. Babcock made this point, but Mr. Babcock did not 
see at to answer this argument. I did ask for the name of the man- 
ager of the FTC branch in Cleveland in the hope that we could get 
some help for our impoverished dealers by bringing the facts to his 
personal attention. 

Mr. Babcock referred us to this man whose name was Mr. Vernon 
FE. Taylor, and Mr. Thiel and myself had two conferences with Mr. 
Taylor. In each of these conferences Mr. Taylor refused to give us 
any help or encouragement and said that “The FTC has its hands 
tied, as the Justice Department is working on this problem and thus 
FTC cannot enter into it.” 

In view of the fact that enforcement of the Robinson-Patman Act 
is the primary responsibility of the Federal Trade Commission, and 
in view of the further fact that inquiry has failed to disclose any 
investigation into price discrimination practices by the Justice De- 
fe loes of the sort indicated by Mr. Taylor’s statement, we accepted 

r. 'Taylor’s statement as a poor excuse for FTC’s unwillingness to 
proceed with the investigation of our complaints. 

As a result of this failure of FTC to take action to stop these price 
discrimination practices, the problem has deepened and worsened. 
Just a few weeks ago, on March a 1955, the major companies took 
action to cause a lowering of retail prices within the circle to 25.9 
cents, giving dealers inside the circle only a 4-cent margin, with more 
than 114 cents of which is taken back in rent in almost all cases. 

If the existing laws against price discrimination practices cannot 
be enforced, then it is clear that this abuse of service-station operators 
and control of their prices will continue until more and more fail 
in business, and until the companies are finally unable to find replace- 
ments for those who go out. 

Perhaps after the savings of thousands more of these small-business 
men have been exhausted and the moonshine and honeyed arguments 
which are used to entice replacements are no longer effective, the 
companies will themselves wake up and stop these destructive 
practices. 

But, gentlemen, the question which [I ask is this: Should it be neces- 
sary to destroy the men who are now in the retail petroleum business 
in order to correct these abuses? Can’t some action be taken by proper 
enforcing agencies under existing laws or by Congress to strengthen 
these laws so that these destructive abuses will be curtailed and 
eal freedom and opportunity restored to the retail petroleum 

usiness 

Mr. Roosevett. Is that all, Mr. Cresente? 
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Mr. Cresente. That is it, Mr. Chairman, so far. 

Mr. Roosevetr. Let me first ask you, Have you copies of the seven 
complaints with you, and may we have them for the record ? 

Mr. Cresente. I have. 

Mr. Roosrvetr. Also at the same time, if you would, if you have 
Mr. Babcock’s letter ? 

Mr. Cresente. I believe the original, Mr. Chairman, is in the hands 
of the Justice Department and photostatic copies can be obtained. 

Mr. Roosevett. Do you have a copy of it? 

Mr. Cresents. No; I don’t. 

Mr. Roosevett. If you will mark it to be returned to you and give 
it to the reporter, we will see that you get it back. 

Mr. Cresente. Yes, Mr. Chairman. 

(The document referred to was marked “Cresente exhibit No. 1,” 
and will be found in the appendix.) 

Mr. Roosevetr. You said you replied to Mr. Babcock’s letter. Do 
you have that? 

Mr. Cresente. The replies are all there, Mr. Chairman, the 2 letters 
and the 7 petitions. 

Mr. Roosrverr. We will see that you get them back. 

Mr. Cresente. Thank you. 

Mr. Rooseve.t. Now, the complaint here, Mr. Cresente, is primarily 
that, in your opinion, the existing law-enforcement cee Coe not, 
either the Department of Justice or the. Federal Trade Commission, 
adequately enforced the present law. Is that correct? 

Mr. Cresente. That is right. 

Mr. Roosrvertr. Would you consider that if the present law could 
be enforced that the situation about which you complain would be 
largely cured ? 

Mr. Cresente. I think so, Mr, Chairman, because in my opinion it 
is a matter of interpretation. I would like to go back to a discussion 
I had with the Standard Oil people about 2 months prior to this Giant 
station opening up. 

At that time—and I would like to present some material that I pre- 
pared for that. 

Mr. Roosevetr. Off the record for a moment. 

(Discussion off the record.) 

Mr. Roosevetr. On the record. 

Mr. Cresente. Perhaps you might look at this [indicating] while 
I attempt to explain it. 

Mr. Roosrver. The record will show that the witness presented to 
the committee a map detailing the area which he has discussed, and 
the green marks are what? 

Mr. Cresentse. Are company-owned stations. 

Mr. Roosrvett. Are Standard Oil Co. operated stations? 

Mr. Cresente. Yes, sir; Standard Oil Co. operated stations. 

About 2 months prior to this Giant Oil station opening up I had 
a discussion with two of the executive of Standard Oil Co. Around 
the Cleveland area many of the retailers were worried about this new 
multipump deal, this Giant Oil station, a multipump station, 22 
pumps. It was generally considered that an operation of this type 
might upset the retail price structure in any city in which they oper- 
ate. We felt differently. 
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We felt that since Giant Oil was an unbranded gasoline, not a major 
brand gasoline, that the majors could just overlook it as another non- 
branded gasoline, and we felt strongly that Py ignoring this that the 
price structure in the city of Cleveland would not change. It was to 
our benefit to keep the price stable, because we felt that we were work- 
ing under a low margin as it was, and by going along with the com- 
pany suggestion it would deprive the dealers of that area a loss of 
margin. 

Int October, when this station opened up, the strategy of the Stand- 
ard Oil Co. was to draw a 2-mile radius around that station which I 
have shown on that map, to pinpoint that station and draw a 2-mile 
circle around that station, and inside that circle to meet the competi- 
tion where it exists. 

We felt that if we wanted to meet the competition, inasmuch as that 
brand of gasoline was not a retailer, a private operator like myself, 
but a brand company, that it was their battle. We would go along 
and help, but we didn’t want to see the dealers suffer any cut in 
margins, because we were trying to elevate our margins, if possible, 
to compare with those of other cities—Cleveland, a million population 
or more—such as Detroit, Chicago, and New York. 

But they felt that their practice was the best. I further pointed 
out at that time that it won be foolhardy to do that, because the men 
outside the circle, outside that circle in 2 cases there are 2 stations 
about 20 feet apart, 1 displaying a sign of 26.9 cents and 1 25.9 cents, 
and both major brand gasolines, it would be unfair for that dealer 
to compete with the man inside the circle, especially when the man 
inside the circle had a lower tank-wagon price and could afford to 
compete with the Giant Oil station. 

The two executives of the company did go along with that 
practice. We felt it was discrimination. We pointed that out in 
our petitions. We secured the photostatic copies of the invoices and 
forwarded them to the Justice Department. 

About. 4 or 5 months later—I will take that back—about 4 weeks 
later we received the first letter from Mr. Babcock, and the letter 
which is in evidence here said that all of the discrimination existed, 
but 1% companies were right by meeting the competition where it 
existed. 

Our interpretation showed that our dealers could not go along 
with that because we could not compete fairly, we could not buy 
yasoline, the brand types. We could not buy gas, for example, from 

ure Oil. We couldn’t buy from Shell or buy distress gasoline on 
the market. I had to buy the gasoline which was sold me by the 

Standard Oil Co. 

Mr. Roosrvett. I am a little bit mixed up, because Mr. Babcock, as 
I understand it, is with the Federal Trade Commission and not with 
the Justice Department. 

Mr. CresEnTE. I thought the letter was in reference to the Justice 
Department, not the Federal: Trade Commission. Did I say FTC? 
I meant Justice Department. 

Mr. Rooseveir. Your testimony said Mr. Harry Babeock, Direc- 
tor of the Bureau of Investigation of the Federal Trade Commission. 

Mr. CresenTE. That is right. That is the one. 

Mr. Roosevett. Were these complaints made to the Federal Trade 
‘Commission ? 
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Mr. Cresente. That is right. 

Mr. Roosrvett. All right. 

Mr. Cresentre. We felt that the dealers who were on the outside 
of the circle were dealers who had leases and were forced to buy their 
gasoline from their suppliers. They could not buy distress gasoline, 
so the competition did not exist for them. So that was the point that 
we stressed with Mr. Babcock. 

In order to make this condition much clearer, we asked Mr. Bab- 
cock if he could refer us to the Cleveland office, perhaps a personal 
visit to the manager in the Cleveland division would help the situation 
some. We made a date with Mr. Vernon E. Taylor, and expressed 
the same situation which we expressed in our letter to Mr. Babcock. 

At that time Mr. Vernon E. Taylor told us that our complaint was 
similar to those that had been put in by other associations, other 
dealers, throughout the entire country, and they would not duplicate 
another investigation. So we let it go at that. 

Since that time our national counsel, Mr. William D. Snow, and 
Mr. Nerlinger, our executive secretary of the national congress, had 
occasion to visit the FTC and the Justice Department a few months 
ago, and they found that there had been no investigation made what- 
soever, so that was the reason why we felt that a hearing such as this 
was necessary. 

Mr. Roosevett. As far as you know, the Justice Department has 
never had this referred to them in any way ? 

Mr. Cresente. As far as I know, Mr. Chairman. 

Mr. Roosevetr. And your association or individuals have never 
made any direct complaint to the Justice Department, but entirely to 
the Federal Trade Commission ? 

Mr. Cresente. In all fairness we made it tothe FTC. We thought 
that was the legal approach, and from what I gathered from Mr. 
Taylor, that the FTC would turn it over to the Justice Department for 
investigation, and it was that discussion we had with Mr. Taylor in 
Cleveland that because of the fact that other complaints of similar 
nature were turned in to the Justice Department, that ours was the 
same, that they would not duplicate the second investigation, because 
of the money and time involved. 

Mr. Roosreverr. They never specifically told you anything about 
what the Justice Department’s investigations were? 

Mr. Cresents. No. They just said that our complaint was of a 
similar nature and that the Justice Department was already investi- 
gating complaints of this type throughout the entire country, and 
that ours was similar, and we would have to wait. 

Mr. Roosrvett. Mr. Steed. 

Mr. Streep. Mr. Chairman, I would first like to make a comment, 
that in view of the statements made here by Mr. Cresente, that at 
least part of his remarks might well be called to the attention of Con- 
gressman Evins and his subcommittee, in view of the fact that we have 
here an apparent situation of divided jurisdiction between two agen- 
cies, and even perhaps the failure of one agency to discharge its 
responsibilities. That particular phase I think would more near! 
come under the jurisdiction of his committee, and I suggest that we ca 
it to his attention for whatever study he might want to give it. 

Mr. Roosrvett. The committee will instruct counsel to refer Mr. 
‘Cresente’s testimony to Mr. Evins, to request that he ask for whatever 
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comments the Federal Trade Commission cares to give to Mr. Evins’ 
committee, and it can be forwarded to us. 

Mr. Streep. Mr. Cresente, do you know from what source comes the 
gasoline that the Giant Station sells? 

Mr. Cresente. Well, there were several people involved. It came 
from Ashland Oil Co., and I don’t want to go on record as saying 
that it did—the Ashland Oil Co. is not a major brand that is accepted 
in Cleveland. They furnish gasoline to many nonbranded gasoline 
outlets, so I don’t want to go on record whether it was or not, because 
I questioned several executives of several major brands and each one 
gave me a different story, but I wouldn’t want to say offhand that it 

was Ashland or whether it was somebody else. 

Mr. Sreep. Was the Giant Station a station or stations? 

Mr. Cresente. One station, one multipump station. 

Mr. Sreep. Since it opened for business have you had any oppor- 
tunity to observe the volume of business that it received # 

Mr. Cresente. Yes, sir. We covered that. We divided the area 
into about four districts. We had our retailers, our members, cover 
that 6 weeks inarow. It was interesting to note ‘that also the oil com- 
panies were so much concerned about it that they had their own men 
watching the operation of that gasoline station, too. They studied the 
number of tank trucks that came to it, the count of the cars, because 
they were concerned that the station "would take quite a bit of the 
business away from the majors. 

Well, this last count showed that the station was only doing 40,000 
gallons a month. That was the first part of this month, and the 
station, according to one of the executives of one of the large major 
companies, said that the station would have to do at least 300,000 
gallons a month to break even. 

It was our contention at the time, prior to October 22, when the 
station opened up, that the 2-mile circle was just a waste of time, that 
the people would not look at the station as something that would take 
business away from the majors. It was a nonbranded gasoline and 
the gasoline buyers in the Cleveland area were discriminate, and they 
wanted major brand gasolines for their better cars, and they w anted 
service, because at that time the Giant Oil just gave gasoline. You 
wiped your own windshield, got your own oil and all the services we 
gave for free they just didn’t do at all. 

So the contention that I made at that time bore itself out. The 
station never did prosper and that lowered price, all it did was just 
take away three-tenths of a cent in margin for those who went along 
with the major oil price structure, and in this March took away three- 
tenths more, which made it a loss of six-tenths of a cent in a period 
of 18 months. 

Mr. Streep. How many other stations, if you know, are located 
within this 2-mile circle? 

Mr. Cresente. I have it all here, Mr. Steed. On that I will submit 
this later—on one street, Brookpark Road, there are 25 stations within 
7.3 miles. Seventeen of these stations are located within 2 miles on 
either side of that Giant Oil station. I have got these figures here to 
show what effect that has had on the stations in that area. More than 
one-half of the dealer outlets changed operators within the last 4 
years, and exactly one-quarter changed over since January 1954. 


65262—55—pt. 1——-11 
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Now, 17 stations in the 2 miles and 25 stations within 7 miles, that 
would be 3.5 miles each side of the station; and in the 2-mile circle 
that would be 1 mile on each side of the station, so that station was 
just drawing up gallonage from those 25 stations, and we felt that 
they would lose the gallonage anyhow, so it would have been better 
if they had kept their existing margins, or whatever margins they had, 
rather than sacrifice them in going along with the companies’ sugges: 
tion that they lower their price to meet the competition, and that the 
would double their gallonage, which never materialized. 

Mr. Roosrvetr. Mr. Sheehan ? 

Mr. SHeeHan. No questions. 

Mr. Roosrvetr. I want to ask you one other question. On page 2 
of your statement you say that the methods used by the different com- 
panies differed somewhat in securing dealer compliance to the com- 
pany-dictated retail price. Could you from your knowledge detail 
some of these methods that you refer to ? 

Mr. Cresente. Yes. There are in that immediate area six com- 
pany-operated stations. Now on that map you have, 71 dots—this 
will bear out the testimony of Mr. Arthur Katz this afternoon—that 
the company-operated stations actually control the wholesale price 
and the retail price in the State. I took that map and located each 
station on the map which shows that 71 company-operated stations 
in that area control the wholesale and the retail price. 

In the Brookpark area and in that circle there are six company- 
operated stations. By posting these circus signs, big price signs, it 
was only a question of time in the company-operated stations rather, 
it was only a question of time that the major dealers, the independent 


dealers would have to go along with that ane because they couldn’t 
] 


stand by and watch their trade eventually slip into the company- 
operated stations having the same brand of gasoline most times. 

So we felt that that condition which you just mentioned explained 
the entire setup. These are the circus signs i wish to offer in evidence 
[handing pictures to the chairman]. 

This findicating} is March 4, the latest one. It shows it. This is 
the Giant Oil station in question, which eventually will just pull away 
the gallonage from the existing stations. 

Mr. Roosrvetr. The record will show that the witness gave to the 
committee a number of photographs to illustrate his testimony. 

Can I ask you one other question along the same line? In your 
opinion, if legislation prohibited the ownership of company-owned 
stations, would the situation be drastically changed ? 

Mr. Cresente. I think it would, Mr. Chairman. 

Mr. Rooseve.r. For the better or worse ? 

Mr. Cresente. For better. I felt this way all along, that the con- 
sumer was the one who ultimately sets the retail price. If the price 
is too high he stays away, but at least the retailer should be given a 
chance to prove that. He has to operate at a certain cost plus over- 
head. He must have the cost of doing business added onto the whole- 
sale price of gasoline. In our case, the margin of profit was very, 
very small, and we feel by legislation—we don’t like the word “legis- 
lation” —we tried to use the other way. We resented the suggestions 
of these oil companies and we seasieull to get this thing cleared up in 
our own fashion, but we have been salihed away each and every time. 
They have been very, very polite. They have listened to us, but noth- 





DISTRIBUTION PROBLEMS 157 


ing has ever been done, so I think the independent station is the only 
answer. 

Just to test that, last June in the Cleveland area we sent out 523 

uestionnaires to 523 of our members, asking them if they would pre- 
fer or give their opinions on what company-operated stations would 
do for them. I would like to submit this also for the committee to 
look at. These answers all show the actual views of the dealers con- 
cernin SeempOR aR ATTN stations. 

Mr.- RoosEve.t. you wish to submit these for the record? 

Mr. Cresente. I would like to, sir. 

Mr. Roosrvetr. All right. And I presume you want them re- 
turned ? 

Mr. CrESENTE. Yes, sir. 

Mr. Roosevett. Rather than being made a part of the record ? 

Mr. Cresente. Yes. It shows out of 523, Mr. Chairman, 253 re- 
turned answers saying that they would like to see the company- 
operated stations out of existence, because they felt that these stations 
controlled the price, both retail and wholesale, and as long as they 
were in existence they could not do the business. 

I mentioned the figure 253, because the last 5 years we have sent out 
surveys and questionnaires to our boys, and many times out of 500, 
sometimes we sent out thousands to nonmembers, we only get about 
12 or 13 answers back, but in this one case nearly 50 percent of those 
a time out to put stamps on the envelopes to mail the questionnaire 
back. ; 

Mr. Roosrvetr. Mr. Sheehan? 

Mr. SHeenan. This raises an interesting question. I am very posi- 
tive that our good chairman, Mr. Roosevelt, did not mean to infer 
that we were considering legislation at all, which would prohibit the 
companies from operating stations. Isn’t that right? 

Mr. Roosrvett. No; I just wanted the witness’ opinion. 

Mr. SHeeHan. Which led the witness into stating that he thought 
it would be good to have such type of legislation, so that the companies 
could not operate their own stations ; is that right ? 

Mr. Cresente. Let me say it this way: Mr. Roosevelt had asked me 
in my opinion, and secondly, I answered in my opinion, because I 
tried for 2 years, Mr. Sheehan, I tried for 2 years to get this thing 
straightened out between ourselves and the companies. We were 
earnest in our attempt. We felt that we had a problem that by dis- 
cussing it with the majors and the executives, that perhaps we could 
reach a solution which would solve the problems in our own field, 
because, as mentioned before this afternoon, there is actually a large 
turnover in our business, and in the Cleveland area, which is the high- 
est competitive area in the country, that figure is even more than 50 
percent. 

Mr. Surenan. But, Mr. Cresente, we are fellow Americans here, 
and as much as I like small business and I want to do everything I can 
for it, I still feel we should retain the free competitive economy. 
I cannot see where in due justice you could possibly take that stand 
without giving an alternative. In other words, if you said that the 
companies should either operate all their own stations or none of them, 
1 could go along with you, but when you want to foster legislation 
which would take any segment of the American economy and pro- 
hibit them from doing certain things, I do not think that that is right. 
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Mr. Cresente. Mr. Sheehan, those stations operated by the Stand- 
ard Oil Co., if they were operated for the best interests of the motor- 
ists and the dealers who sell that gasoline, I could see that, but when 
they use those stations to control the price, then I feel differently. 

Mr. SuerHan. Well, then, why not give them two alternatives? 
Why not, from your association standpoint, make it a point that 
Standard Oil, as a matter of policy, should not operate any of their 
own stations, or should only operate their own stations ? 

Mr. Cresente. I will go along with that. I want to do all I pos- 
sibly can to change the conditions for the gasoline dealers in the State 
of Ohio, because, Mr. Sheehan, we have tried that. I bent over back- 
wards to find the cause for all this, and we were earnest in Cleveland, 
all through the State. We don’t want to deprive Standard Oil Co. 
of company-operated stations. If they want to keep them, fine, but 
you must also consider the other 10,000 dealers in the State who make 
a living from those stations. 

Mr. Sueenan. I do, too, Mr. Cresente. I am very sympathetic with 
that. I just did not want to leave in the record the implication that 
you, as the president of your association, might foster legislation to 
deprive Standard Oil of all its stations. 

Mr. Cresente. Oh, no. 

Mr. Sueenan. That is all right. 

Mr. Roosevett. Any questions, Mr. Arnold? 

Mr. Arnotp. Mr. Cresente, I wonder if you could set as exactly as 
possible the time and the place of the conference between yourself 
and Mr. Thiel and Mr. Taylor, who was the Cleveland representative 
of the FTC branch? 

Mr. Cresente. It was approximately, Mr. Arnold, a few days after 
Labor Day of last year, somewhere along there. Perhaps I could get 
a better idea from the letters. Right after Labor Day. 

Mr. Arnoutp. Where did you have this conference with Mr. Taylor? 

Mr. Cresente. In the FTC office in Cleveland. 

Mr. Arnotp. Can you, to the best of your knowledge, give exactly 
what was said by yourself and what was said by Mr. Taylor in ref- 
erence to this testimony which you have given in substance, that 
Mr. Taylor said that they would not go into this because the ,De- 
partment of Justice was also making an investigation? Can you, 
insofar as possible, give the literal language used at that time? 

Mr. Cresente. Well, I will try to remember as much as I can, Mr. 
Arnold. We discussed the matter in the Cleveland area, and as I re- 
member—I think I remember it word for word—he said that inasmuch 
as our complaints were similar to those that were turned in by other 
retailers throughout the country, that there was no use duplicating 
the investigation, the investigation that we demanded. On file they 
already had 2 or 3 similar occurrences—I think he mentioned New 
Jersey—and the one in Pennsylvania that was filed about 1 or 2 weeks 
prior to ours. 

Mr. Arnoup. Did he say these complaints had been filed with the 
Department of Justice or the FTC? 

Mr. Cresente. I wouldn’t want to go on record as saying it was 
either one of those, but I assumed that he mean the FTC, since he 
was connected with the FTC office. 

Mr. Arnoxp. I am still a little bit confused myself as to this con- 
versation, and I am particularly trying to determine whether Mr. 
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Taylor told you directly, or whether you got the inference from the 
words used, that the FTC itself did not investigate because the De- 
partment of Justice was also conducting an investigation. 

Mr. Cresente. He told me—now I think you made it quite clear— 
he told me that the investigation was turned over to the Justice De- 
partment. I remember that distinctly. At that time they could not 
turn this over to the Justice Department for investigation because 
there had been similar cases such as ours turned over, and that ours 
was of a similar nature, that to duplicate the investigation would 
be a waste of money, so I pointed out to Mr. Taylor that was dif- 
ferent altogether, that our 

Mr. ArnoLtp. One moment. Did he mean that the investigation 
would be duplicated in the sense that both the FTC would be carrying 
on an investigation and also the Department of Justice? 

Mr. Cresentse. No. He meant that the other cases that were turned 
in to the FTC, such as ours, from different parts of the country, were 
similar to ours, to our complaint. I imagine he meant that the dealers 
from other parts of the country had turned in the same type of com- 
plaint. That was the message I got from Mr. Vernon EK. Taylor’s 
presentation that day. 

Mr. Arnotp. Could I see a copy of the letter of June 8 from Mr. 
Babcock ? 

(The document was handed to Mr. Arnold.) 
Mr. Arnoip. Again, Mr. Cresente, in this letter from Mr. Babcock, 


dated June 8, 1954, the final paragraph or next to the last paragraph 
states: 





Another factor which has a material bearing upon our conclusion in this regard 
relates to investigations in the gasoline industry which are presently being con- 
ducted by the Department of Justice. 


Now, you appreciate the difference between the Department of 
Justice and the FTC? 

Mr. Cresente. To be fair, I feel that that is something for our legal 
counsel to differentiate. I don’t want to go on record as saying some- 
thing that is not true. I imagine when we filed with the FTC that 
they in turn took the complaint over to the Justice Department for 
investigation. That was my understanding of the problem. Perhaps 
I might be wrong in using the term FTC when I should use Justice 
Department. 

Mr. Roosevett. I think what Mr. Arnold wants to make clear to you 
is that the Federal Trade Commission is an independent regulatory 
body, and the Justice Department is part of the executive branch of 
the Government, and they are not related, and they conduct their busi- 


ness strictly separately. I think he just wants to be sure that you 
understand that. 


Mr. Cresente. Yes, sir. 

Mr. Arnotp. And I want you to be sure you understand the relation 
of this conversation with Mr. Taylor, since again I am still trying to 
find out in my own mind whether your testimony is that Mr. Taylor 
said the Department of Justice as distinct from the Federal Trade 
Commission was carrying on the investigation, and the Federal Trade 
Commission did not want to duplicate the investigation. 

Mr. Roosevett. That isin Mr. Babcock’s letter you just read. 


_ Mr. Arnotp. This is in reference to a conversation with Mr. Taylor 
in Cleveland. 
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Mr. Roosevettr. Mr. Taylor, as I understand it, was just repeating 
what Mr. Babcock had said in his letter. 

Mr. Cresents. Exactly. 

Mr. Arnotp. That is what I want to clear up. 

Mr. Cresente. My answer to that is, if I may say it, was that I felt 
that our case was so different—he kept referring to the Standard Oil 
Detroit case—and I told him, as I expressed in the statement I made a 
little while ago, that our case was different because our dealers were 
not competitive. They could not buy outside. They had to buy from 
the supply companies or lose their stations. Now, if we were able 
to buy on the outside of that circle there, then we would not have been 
in the position that we are today. 

Mr. Roosevett. Thank you very much, Mr. Cresente. I think we 
are all in agreement that you have been very helpful to the committee 
and it is much appreciated. 

Mr. Cresente. Thank you very much. 

Mr. Roosrvett. Mr. Henry Vincent Brady. 

Mr. Brady, would you raise your right hand, please? Do you swear 
that the testimony you are about to give before this committee is the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Brapy. I do. 


TESTIMONY OF HENRY VINCENT BRADY, PAWTUCKET, R. I. 


Mr. Brapy. Mr. Chairman and ladies and gentlemen, my name is 
Henry Vincent Brady, 141 Prospect Heights, Pawtucket, R. I. 

I was a service-station operator for 12 years and have represented 
the gasoline dealers as president and executive secretary of the Rhode 
Island Gasoline Dealers Association for the past 20 years. 

Based on my personal knowledge of gasoline marketing conditions 
and practices in Rhode Island, I wish to state that in our State the 
retail price of gasoline is fixed and controlled by the major supplying 
companies and at the same time, of course, they fix the dealer tank- 
wagon price at which service-station operators buy gasoline. 

At the present time, as a number of our dealers will attest, the dealer 
tank-wagon price is fixed so high and so close to the retail price that 
it is impossible for station operators in our State to make a living at 
all out of the gasoline business. Margins enjoyed by service-station 
operators in Rhode Island at the present time are only about 2 cents 
per gallon, of which 1 cent or more is retained as rent by the supplying 
companies in the case of the lessee operators. 

I will list and describe the methods by which the retail price is fixed 
and controlled and kept so close to the wholesale price. 

The first method used is the pressure brought to bear by qumepeny 
salesmen of most major companies operating in our State. The off- 
brand or so-called unbranded stations in our State are operated by 
gasoline jobbers who purchase their gasoline from major oil companies 
out of the same tankers that the major companies supply their own 
bulk plants. 

After a major company has supplied its own bulk plant, and there 
is gasoline left in the tanker, it is often cheaper to sell this gasoline 
to the jobber for sale at a cut-price unbranded station than to pay 
demurrage on the tanker. Hence, such sales are made, and the major 
suppliers supply the cut price competition of their own dealers. 
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The next step is for them to put pressure on the dealers to reduce 
their prices to within 1 or 2 cents of the cut prices and, as I said, the 
first method used is the pressure put on by the company salesmen. 

Over the years I have interviewed most of the dealers in my State, 
and almost without exception they have revealed pressure methods 
used by their salesmen to get them to reduce their prices and thus their 
margins to the 2-cent figure now imposed. I have been in stations 
when these bully-boy salesmen put the dealer through the traces and 
let it be clearly understood what was expected of him. 

A second method used by the companies is to force large cut-price 
signs on dealers through the salesmen. If a dealer is keeping a 4- 
or 5-cent margin, and the company decides he would handle more 
gallonage if forced to cut his margin to 2 or 3 cents, a circus-size price 
sign will be delivered to this dealer at the lower price the company 
wants, and he will be pressured into using this sign. In cases which 
I have investigated, the company salesman has put these signs up im 
the dealer’s absence and against his wishes. 

Another method which has been used to control dealers’ prices and 
margins is giving and then taking away of subsidies. Dealers can be 
forced to cut prices by a guaranteed margin. The supplier gets the 
dealer to sign a form requesting this guaranteed margin. 

The company then tells him the retail price at which to sell gas, 
and he is assured of 4 cents a gallon, so he follows company dictation 
and reduces his price down and down. When he is down low enough 
where it is impossible for him te come up to a normal price, the com- 
pany withdraws the subsidy and he will do business on a 1- or 2-cent 
margin. 

The forms used-by the companies which the dealers are forced to 
sign to get the subsidy and the form of notice giving them the guar- 
anteed margin, and then the form of notice taking it away are all 
standard mimeographed forms. 

I might say this is a sample, Mr. Chairman and gentlemen [indi- 
cating papers]. 

In the case of the Sun Oil Co., I have such forms signed by the 
company representative and a dealer which I would like to have the 
committee consider in connection with my statement. It does not 
seem to matter that the giving of these subsidies is price discrimi- 
nation which is prohibited by the Robinson-Patman Act, since the 
companies require the dealer to sign a form which says that the sub- 
sidy is needed to meet competition. 

‘ompanies which use their salesmen to pressure dealers and which 
distribute the circus-size price signs to their dealers as known to 
me through my personal knowledge and investigation of cases in 
Rhode Island are as follows: 

Gulf Refining Co., the Atlantic Refining Co., Sun Oil Co., Calso 
Co., Socony- Vacuum Oil Co. 

With respect to the granting of subsidies and the withdrawal of 
same resulting in squeezing down dealers’ margins, Sun Oil Co., 
Esso, Shell, and Atlantic are the principal offenders, based on my 
investigation and personal knowledge where this occurs. 

As a result of these conditions and hardship margins, there is an 
alarming rate of business failures among service-station operators 
in all brands throughout the State: For example, in the relatively 
small city of Pawtucket, R. I., having 120 dealer-operated service 
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stations, 11 dealers who were in business as of January 1, 1955, had 
gone out of business by March 4, 1955, as shown by postal returns 
on mail sent to them. In 2 months’ time, 11 failures, and I know so 
many more who are unable to continue because of hardship economic 
conditions and inability to make even a minimum living for them- 
selves and their families. 

I sincerely hope that the study by this committee will lead the way 
to some ray of hope and solution for the problems of these unfortu- 
nate small-business men. 

Mr. Rooseverr. Thank you, Mr. Brady. May I just ask you, are 
you now the president or secretary of the Rhode Island Association ? 

Mr. Brapy. What is left of it, sir. 

Mr. Roosevetr. How many dealers, approximately, are now in it? 

Mr. Brapy. Twenty out of 1,720 dealers in the State. 

Mr. Roosevetr. Mr. Brady, from the statement that you made 
there are two novel points that you made. One was that the large 
companies put the independent or the cutrate dealer into business 
by selling him their overage of their supply out of a tanker. 

Mr. Brapy. Yes, sir. 

Mr. Roosrvert. And then followed through the description which 
has been testified to before of the method used for cutting prices. My 
question to you is: What is the advantage, in your opinion, to the 
oil companies in creating such a situation? Have they not other ways 
and methods of lowering price to attract sufficient customers without 
putting people out of business? 

In other words, I think the committee is interested in trying to find 
out what advantages you think there are to the oil companies in what 
seems a fairly heartless and inhuman way of doing business as de- 
scribed. 

Mr. Brapy. There has been approximately two out-of-State com- 
panies that have come into our State within the last few years, and 
they started on a downward trend of cutting prices. I am sorry to 
say this, because I was a Sun dealer, but nevertheless the Sun Oil Co., 
for some reason or another unknown to me, was the organizer or the 
instigator of cut prices at the first beginning. They lost a tremen- 
dous amount of gallonage and when this other company came in, the 
Calso Co., into our State, for instance, the gallonage of the Sun Oil 
Co. dropped further. The Calso Co. was one of the cheap markets 
of where the owner of an automobile could buy his gas much cheaper. 
In regard to them having an overabundance of gas into our State, 
which we have had for a considerable time, and the depressed gas, these 
tankers come in and if they are not unloaded within a certain time they 
are sold to such companies as the Lincoln Oil Co. and to the Major— 
not a major oil company, a man known as Major—and to Pataroochie, 
who owns an unbranded gas station, and to Cohen, who runs an un- 
branded gas station. 

The unbranded gas stations have been taking most of the business 
away from what we might term the legal major companies, so in return 
for that the major oil companies set out there to cut the prices so bad 
there that they are in a terrible condition in the State of Rhode Island. 

It is the smallest State there is, and I think the dealers there are the 
most abused, most inhuman treatment of human beings I have ever 
come across. I have travelled considerable through this country, 
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as some of these gentlemen know, and I have never seen in all of my 
life such a condition as is existing in Rhode Island. 

I believe that right here and now there is a representative of one of 
the major oil companies and this afternoon, after speaking to the 
chairman, Mr. Roosevelt, I heard him say outside in the lobby that 
he knew as a fact that Rhode Island was in a terrible condition, and 
he is a big representative of one of the major oil companies. 

But coming back to Mr. Sheehan, as I heard him ask a question, I 
heartily agree with him, and I wish they would, that the major oil 
companies take over the stations and run them themselves. They will 
not do it because they would not stand for the loss that they would 
have to take themselves, personally. 

These men are on the brink of ruin in our State and I ask you gentle- 
men here—I have fought them in Rhode Island for many years. I 
have four bills pending now before the State legislature, and I 
don’t think anything will come of them because of the power that is 
against them by the major oil companies, and our only salvation is if 
you gentlemen can see some way clear, if it has to be the majors to run 
themselves, I could guarantee that 75 percent of the dealers in Rhode 
Island would be willing to sacrifice right tomorrow morning and let 
them take them over at their valuation. 

Mr. Roosevetr. Thank you, Mr. Brady. I am sure that we are thor- 
oughly convinced of your sincerity and your deep feeling in the 
matter. 

Mr. Steed, have you any questions you would like to ask? 

Mr. Sreep. Mr. Brady, are you trying to say that what you think 
is at the bottom of all this situation in Rhode Island is an effort on 
the part of the major oil companies to freeze out some independent, 


unbranded company that has come in and begun to take a lot of 
business away from them? 


Mr. Brapy. Yes, sir. 
Mr. Roosreveur. Mr. Sheehan? 


Mr. Sueenan. Mr. Brady, I have only one question. I was wonder- 
ing on these post cards, when you come to the conclusion of the 11 that 
were not returned, that they must be out of business, is there a possi- 
bility they changed hands or something? Did you investigate that 
carefully ? 

Mr. Brapy. No, sir, “Out of business,” postal mark. 

Mr. Sueenan. Yes, sir. 

Mr. Arnowp. Mr. Brady, could this be possible as an explanation for 
what is underlying some of this price cutting? Could it be possible 
that your major oil companies, as well as your so-called independents 
who supply oil, when they have an overage of gasoline, they will then 
sell not ait to their own stations but will sell to the offbrand stations, 
then in turn they set up the offbrand stations in competition with their 
own dealers, and then they realize that if they continue that situation 
the offbrand station itself might eventually have a position of power 
and independence in the market, so therefore to correct their own 
mistake of originally selling to the offbrand dealer, they then have to 
force them out by cutting prices and forcing price wars? 

Mr. Brapy. That is right, sir. We have that very condition of 
where, because of the unbranded gas stations cutting their prices so 
low that the major, to compete with them, will have to come down 
to meet their prices, and that is what has caused such a surplus of 
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gas in Rhode Island, and, in other words, the distress gas that we 
have had and got today. 

Mr. Roosrvett. Thank you very much, Mr. Brady. We appreciate 
your coming before us. 

Mr. Brapy. Thank you, sir. 

(The documents referred to were marked “Brady Exhibit No. 1” 
and will be found in the files of the subcommittee. ) 


TESTIMONY OF LOUIS S. PUERINI, PROVIDENCE, R. I. 


Mr. Roosevett. Mr. Louis 8. Puerini. Is that correct, sir? 

Mr. Puerrnt. That is correct. 

Mr. Roosevetr. Please raise your right hand. Do you swear that 
the testimony you are about to give before this committee is the truth, 
the whole truth and nothing but the truth, so help you God? 

Mr. Puerrrnt. I do. 

Mr. Roosrevetr. Mr. Puerini, would you give your name so that 
tae hear it, and your address and your present occupation, 
if you wi 
wi Fr Pvuerini. Louis S. Puerini, 18 Pomona Avenue, Providence, 

e? 

I have been a Shell Oil lessee dealer in Providence for 4 years. My 
initial investment in the station was $3,900, to buy out the prior lessee 
dealer, plus $420 deposit with Shell Oil Co., $90 deposit with utilities, 
$500 for tools and equipment, and $600 for a service car, making a 
total investment of $6,214. 

Now, after 4 years of the hardest work that I could apply to this 
business, my investment has been entirely canceled out by debts and 
my business is continuing to operate at a loss as it has for the past 2 
years. 

This has occurred due to conditions which are entirely beyond my 
control and which have been imposed upon me by marketing practices 
of the major integrated companies and independent marketers who 
purchase gasoline from these major companies. 

On my last invoice for gasoline before coming to this hearing, 
March 25, 1955, I paid 21.6 cents for regular grade of gasoline and 
24.1 for premium. At this time this gas was delivered to me, General 
Oil Co. stations and other nearby were selling regular at 21.9 cents, 
three-tenths of a cent above my purchase price, and premium at 24.9, 
eight-tenths of a cent above my purchase price. 

A substantial fraction of the major branded stations in Providence 
were and are selling regular at 22.9, 1.3 cents above my purchase price, 
and about 50 percent of all major brand stations in Providence are 
selling regular brand gasoline at 23.9 cents, which is only 2.3 cents 
above my purchase price. 

In addition to the purchase price, I must pay rent which amounts 
to about 2 cents a gallon on my present gallonage, so members of the 
committee will see that I have the choice of losing money on all the 
gasoline I sell if I meet this competition, or losing my business if I do 
not meet it. 

Since dealers who pay the same price for gasoline as I do could not 
afford to sell for the prices which I have quoted, it is clear that. price 
discrimination or other special advantages must be granted. ese 
special price concessions have been used by the major companies in our 
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area to give a few dealers a consideration for going down in price and 
thus forcing all other dealers to cut their margins to nothing in order to 
stay in business. 

We have had continuing price-war conditions of this type in Rhode 
Island for the past 2 years or more. During this period I have asked 
the Shell Oil Co. representative for help, but all they could tell me 
was to meet: competition even though I did not receive the price-dis- 
crimination advantages enabling me to do so. 

Now that my capital is exhausted and my debts exceed my assets, 
the Shell Oil Co. salesman, Vern McCubry, has told me, “Well, you’d 
better get out and let us get somebody else.” Yes, that is what they 
really mean. Iam broke now and there is nothing more to be got from 
me, so they want to get somebody else to milk them dry, too, in this 
same location. They have given me a cancellation agreement, and I 
think the terms of it show how inequitably dealers are treated by 
their supplying companies in such conditions. 

I am submitting this cancellation agreement to the committee and 
[ wish to quote a paragraph from it: 

Shell and lessee hereby release one another from all sales agreements relating 
exclusively to said premises and from all claims at law or in equity which 
either of the parties hereto may now or hereafter have against the other under 
or by virtue of the above-mentioned lease, excepting, however, all unpaid rent, 
utility charges and charges for telephone, water, gas, and electricity, any out- 
standing indebtedness of lessee to Shell whether for the purchase price of any 


equipment or products sold by Shell (or its assignor) to lessee or otherwise, 
and claims of Shell for reimbursement or indemnification under said lease. 


So, now that my money is gone, I should release Shell Oil Co. 
from all obligations, but their release to me says except on unpaid 
rent and all other charges and indebtedness of any nature whatsoever 
or otherwise, and other claims, and so forth. So I am broke now 
and I am through, and they have had the benefit of my money in 
keeping their station open to sell the hundreds of thousands of gallons 
that I have been able to move for them, and now another dealer will 
be taken advantage of in the same way as have hundreds more in 
Rhode Island in the past 2 years. 

Gentlemen, how long must this go on? 

Mr. Roosrvett. I want to thank you for your statement. In fair- 
ness to you, I think you could have probably said it better in your 
own words. 

Mr. Puerrnt. I probably could. 

Mr. Roosevetr. I am not doubting for a moment that this is what 
you mean to say. I want to emphasize, though, to you that there 
are some things which the committee is particularly interested in in 
the testimony that is given to us, when it is obvious here that you are 
unable economically to make ends meet. You cannot meet your 
expenses upon the basis on which this thing is presently run and 
set up, and what we are interested in is to know what can be done 
in situations of this kind. In your opinion, in other words, do you 
think this is a business you should not be in? 

Mr. Purrini. No; I enjoy the business. I love it. In fact, I have 
worked 16, 18, 20 hours a day in the place. I have arguments with 
my wife. I would_rather stay there and work. It’s the truth. 


Mr. Roosevett. What originally made you think you would make 
any money in this business? 
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Mr. Puertnt. Well, I enjoy the work. I put my whole heart in it. 

Mr. Roosevett. But you cannot make money out of just enjoying 
the work. 

Mr. Purrint. No; I knowthat. I realize that. 

Mr. Roosrverr. You testified here that you had $6,214 invested in 
this business. 

Mr. Purrint. That is true. 

Mr. Roosrveur. When you started out something must have made 
you feel that you could make a profit in operating this gas station. 
Now, what was it? Did you have any idea of what 

Mr. Purrtnt. I was making a profit when I first started. 

Mr. Roosrvetr. Originally there was a sufficient margin, and little 
by little it has been cut down; is that correct ? 

Mr. Puerrnt. That is right. You can take a look at this here 
[handing a document to the chairman]. 

Mr. Roosrvett. The witness has handed me a profit-and-loss state- 
ment during the pre-gas-war period, which shows him making an 
average net profit per month of $51.04. That is after taking out—I 
would like to find out what you lived on. 

Mr. Pusrint. It is there, over on the next page. 

Mr. Roosrvevr. Profit-and-loss statement during the gas-war period 
shows a net loss per month of $310.21. 

Mr. Purrtnt. That is right. 

Mr. Roosevztr. I will pass it around and let the rest of the commit- 
tee look at it. I want to ask you for something which has been brought 
to my attention. I believe before you became a Shell Oil lessee you 
went to a training school, is that correct ? 

Mr. Purrrni. No, I didn’t go to a training school. 

Mr. Roosevetr. Have you ever been to a training school? 

Mr. Puerinti. Yes, I have. 

Mr. Roosrvetr. When did you go to a training school? 

Mr. Puerrni. This past year. 

Mr. Roosgverr. At the suggestion of the Shell Oil Co.? 

Mr. Puerint. That’s right, but I will tell you, I attended a few of 
the meetings and there was something in this place and I couldn’t 
take it—I mean it was just absurd. I couldn’t figure it in my mind as 
far as dollars and cents went. 

Mr. Roosrvetr. Explain that a little bit more. It was absurd; in 
what way was it absurd ? 

Mr. Puertnt. In other words, they tried to show us that if you sold 
more gallonage at a lower price that you would make more on oil and 
accessories and so on and so forth, which I couldn’t see actually. If 
I have to operate and sell double the gallonage I have got to hire an- 
other man. I can’t work any harder, and I am working hard as it is. 

Mr. Roosevetr. So you thought that the additional cost involved in 
selling the additional gallonage would eat up such extra income as 
you might acquire from the extra business? 

Mr. Puertnt. That is right. 

Mr. Roosevett. Mr. Steed ? 

Mr. Streep. No questions. 

Mr. Roosrvettr. Mr. Sheehan? 

Mr. SuHernan. Yes, Mr. Chairman. I think Mr. Roosevelt did touch 
on this. Did he ask you whether you had any prior business expe- 
rience? 
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Mr. Purrrnt. I went to college. 

Mr. SuHeenan. And right out of college you went into the gas sta- 
tion business? 

Mr. Puerrnti. That is right. 

Mr. SHEEHAN. I assume you made some investigation of the busi- 
ness ? 

Mr. Puertni. Yes. In fact, a friend of mine had this station, and at 
the time there were no price wars to speak of. There was maybe one 
a year, and in that one you made money, and this fellow showed me 
everything. I mean, as far as that went, the first year I did all right, 
but then starting the second year they started a little more pressure, 
and the third year was some more, and now, well, it is out of this world. 

Mr. SHeEHAN. Did you talk with the Shell people before you went 
inte this to see whether or not they would cole any agreement with 
you as to their prior experience, and that they were going to allow you 
enough money per gallon? In other words, did they ever say anything 
to you about price wars coming up ? 

Mr. Purrtni. No, they never said anything. I was making 5, 5% at 
that time. 

Mr. SueeHan. Cents per gallon? 

Mr. Puertnt. Cents per gallon, at the time that I entered the sta- 
tion, and I made a comfortable living there for the first year, but-after 
that it just went down and down. 

Mr. Surenan. For your information, I think we have observed 
from the testimony here today, and I know from my own experience, 
these price wars in the gasoline business seem to be periodic; they 
come and go. One gentleman who testified before us today said 
he experienced one very bad price war in his 21 years of business, and 
he admitted in that year or year and a half he had a very rough time, 
but once he weathered that particular storm he seemed to make profits. 

Now, do you think there might be something to the fact that you 
got into this business at the wrong time, and you were not sufficiently 
established to weather the price war ? 

Mr. Puertnt. No; I was established, as far as that went. I worked. 
I mean I have been throwing good money after bad, besides what I 
have been earning repairing cars, and cleanup work and everything 
else. I have just been throwing this good money after bad to keep up 
expenses ; otherwise I would make a good living at it. 

Mr. SureHan. I was interested in your profit and loss statement 
here, where you showed that your net profit during the pre-gas war 
period was $51.04 a month, which you arrived at by taking your total 
income, $936.35, and deducting your operating expenses per month of 
$885.21. I assume you got that average operating expense by averag- 
ing out these total expenses, was that it? 

Mr. Puertnt. I divided that by 12, the total amount at the bottom 
there. I divided that by 12, the bottom figures. 

Mr. Surenan. However, I see no figure in these yearly expenses for 
any particular salary for yourself. 

Mr. Purrint. That is the household expense. 

Mr. Surenan. Oh, the rent and the household expense ? 

Mr. Purrtnt. That’s right. 


Mr. Sueenan. In other words, you did take into consideration a 
salary for yourself? 
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Mr. Purrrnt. Yes. There were other things that I just called Mr. 
Brady up Friday, and I told him if he would like to see my statement 
on it, and I went down to his house there that night, and I showed it to 
him, and I said I would be willing to go down. I actually feel sorry 
for these dealers in Providence. I mean, I am done now. That’s 
actually the way it stands. I am just out. 

Mr. Surenan. In other words, with an investment that you have 
of $6,500, or whatever it is, plus all the time you put in, your net in- 
come apparently was a total of your rent and household expense of 
about $5,100 a year, which is about $100 a week, plus the $51 in profit 
at the end of each month? 

Mr. Purrrnt. Now, I have gotten lost on that. 

Mr. SuHeenan. I was trying to ascertain the income of a gas-station 
owner like yourself. You show rent of $2,500 and household expenses 
of $2,600. Apparently those are the only two things that are of a 
personal nature. 

Mr. Puerrni. Right. 

Mr. SHeenan. So that is $5,100 for yourself and the expenses of 
your household? 

Mr. Pvserini. That is the station rent. 

Mr. Surenan. Where did you live? 

Mr. Puerrtnt. I don’t live in the station. People ask me if I do. 

Mr. SHeenan. Then you are in much sounder shape than I thought 
you were because the only operating expense you have in there is your 
household expense of $50 a week. 

Mr. Puertni. That’s right. That’s all I had to take home every 
week. 

Mr. Sueenan. All you have taken out of that business for all of 
your effort and everything is $50 a week, plus the $51-a-month profit 
you show? 

Mr. Puertnt. That’s before, not now. 

Mr. SHeenan. | know, before the gas war. 

Mr. Puerrnt. Yes. 

Mr. SuHeexHan. How many hours are you putting in there? 

Mr. Purrrnt. 16, 18 hours, 20 sometimes. 

Mr. SHBeHan. Sixteen hours a day. How many days a week? 

Mr. Puertni. Seven. 

Mr. SuHeeHan. That is 120 hours at approximately $50 a week. 
You are paying yourself about 50 cents an hour; is that right? 

Mr. Purrini. No. 

Mr. SHeenan. That is all I have, Mr. Chairman. 

Mr. Rooseveutr. Any questions, Mr. Arnold? 

Mr. Arnoxp. No. 

Mr. Roosevext. I think we would like to thank the witness for 
coming down because he came down at his own expense, and we 
appreciate your coming down to testify before the committee. 

Off the record. 

(Discussion off the record.) 

Mr. Roosevett. I am going to put the witness back on the stand 
fora moment. There are two questions we would like to get into the 
record. 
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No. 1: In your opinion, are there too many dealers like yourself 
in business? In other words, is there an oversupply of dealers in 
competition ? 

Mr. Puertnt. No; there isn’t an oversupply of dealers in Rhode 
Island. There is plenty for everybody if they have a fair margin. 
That is what I am trying to bring out. 

Mr. Roosrvetr. In other words, you are trying to bring out that 
if there was a method of protecting the profit margin you would be 
able to make money in the business ? 

Mr. Puertnt. Definitely. I have no kicks as far as the one 
goes, nothing. It is just that the margin of profit is out of this world. 

Mr. Roosrvetr. Due to the price war? 

Mr. Purrtti. Right. 

Mr. SHeenan. May I ask one question, Mr. Chairman ? 

Mr. Roosevetr. Mr. Sheehan. 

Mr. SHEEHAN. One of the witnesses today brought out the fact that 
in his particular territory the oil company guarantees him a certain 
amount when a price war takes place. In other words, if they tell 
him to cut his price 4 cents, they then cut their price 4 cents; so he 
is guaranteed a certain minimum amount. Now, in your opinion, if 
the major oil companies took such a course of action in Rhode Island, 
for instance, they would have had the fight among the big fellows 
at the top instead of you fellows. How would you feel about that 
procedure ? 

Mr. Puerrtnt. I see what you mean there, but it still doesn’t solve 
the problem, as far as that goes. In other words, this price war 
started right here. I will show you how long it lasted. You see right 
here [indicating]. I gave you the figures on this before. Now, they 
subsidized here [indicating], you see; they subsidized here, but then 
we went down to 29, you see. From that figure we went down to 29, 
and then right here, 1.78—this is another load—then I got a phone 
eall that gas was going up 2 cents a gallon. All right. It was just 
going up 2 cents, which would have meant three-tenths of a cent. 
Right? 

Mr. SuHrenan. Yes. 

Mr. Purrrnt. It didn’t. I went up 3.7, you see? 

Mr. SHEEHAN. Yes. 

Mr. Puerrnt. Do you get what I mean now? 

Mr. SHeewan. Yes; but even with that, if the major oil companies 
guaranteed that in the event they suggested a different price to meet 


competition, they would maintain your margin, let’s say, for example, 
4 cents a gallon. 


Mr. Puertnt. Yes. 


Mr. Sueenan. This is for the sake of argument. Suppose all the 
dealers in your vicinity were selling it at 23 cents a gallon, and a major 
oil company with whom you were doing business said, “We want you 
to meet competition and sell it at 20 cents,” which is 3 cents less. Now, 
if you had an agreement with them that they would immediately drop 
their wholesale price to you 3 cents, that would still leave you in the 
same relative position, would it not? 

Mr. Puertnt. It would leave me in the same relative 
see, but competition is still staying low. Do you get what I mean? 
In other words, it wouldn’t make any difference if they kept me within 


osition, you 
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a 2-cent margin or a 1l-cent margin with these unbranded gas com- 
panies; it would be all right, but the price war would end, and then 
for a period of 2 weeks after that these unbranded gas stations, they 
have tankers loaded up, and they can go on for 2 weeks. Do you 
see what I mean? That hurts me in the course of time when I am 
paying 24, like I said before. Before I left Providence—this was on 
Sunday morning—Saturday, I got a load of gasoline. I paid 24.1 
for it, and 21.6 for regular, and, like I said in the statement, the 
unbranded was posted 21.9 and 24.9. Do you see what I mean‘ 

Mr. Sueenan. Of course, you must realize our position here. Mr. 
Chairman, you will bear me out in this. The testimony we have been 
hearing so far has been the unfairness of the major oil companies fore- 
ing competition on their own brands, and I do not think we have heard 
too much about all competition, because there is no way in which any 
industry can meet all competition of every brand in every State. 

Mr. Puerrtnt. I see what you mean. 

Mr. Steep. Maybe I can help this way. If you made 4 cents profit 
on every gallon of gasoline you sold, could you make a go of it? 

Mr. Purrrnt. I probably could at that margin, if they guaranteed no 
price war. 

Mr. Steep. Would it make any difference what the price was to the 
consumer if you still made 4 cents a gallon on the gasoline that you 
sold? 

Mr. Roosevett. In other words, if the company just told you what 
price to sell it at, but always guaranteed you 4 cents a gallon profit, 
you could get by? 

Mr. Puertn1. I could get by definitely ; that is right. 

Mr. Steep. You would not care whether it was 15, 20, or 30 cents ? 

Mr. Purrtnt. I wouldn’t care if it was 60 cents a gallon as long as 
I got my 4 cents, and that is working close at 4 cents. 

Mr. Rooseve.t. However, that would put you in the position, if they 
set the price too high, that you might lose sufficient volume because you 
were not meeting the competition ? 

Mr. Puerint. I know vhs you mean, but if competition also was 
up high, that’s what I mean. 

Mr. Roosevetr. In other words, the company would have to work 
with you so that you could always meet competition ? 

Mr. Puertnt. That’s right. 

Mr. Roosrvett. Is that correct? 

Mr. Puertnt. Right; yes, sir. 

Mr. Roostvett. In other words, you might just as well let the com- 
pany run its own station, for that matter? 

Mr. Puertnt. That is right. It would be better if they would do 
that and I worked for them. I would be making a living at the 
end of the week, work 8 hours and go home with the kids. 

Mr. Roosevett. Thank you very much. 

Mr. Puertnt. Thank you. 

Mr. Roosevett. Is Mr. Faxlanger in the room? 

Mr. Faxiancer. Yes, sir. 

Mr. Roosrvett. I do not want to impose on you, but the committee 
would like to sit another 15 or 20 minutes, and if we can put that 
time limit on you, we would be very glad to continue with you right 
now, if that is all right with ‘you. 

Mr. FAxLanGer. are here at your service. 
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Mr. Roosevetr. Thank you. Then will you come forward ? 
The record will show that Mr. Faxlanger is continuing the testi- 
mony which he gave yesterday, and continues to be sworn. 


TESTIMONY OF WALTER F. FAXLANGER—RESUMED 


You go right ahead, sir. 
Mr. Faxiancer. Mr. Chairman, I have here a card index that I 
have prepared of all of the gasoline stations in the city of Buffalo 
for the 25 postal zones, and on those cards I have aaa the present 
operator and on this side indicated the past operators, on this side of 
this card [indicating]. 

In that index we have an awful lot of turnovers. 

I have also here a more visual way of presenting this subject. This 
is the classified telephone directory for the city of Buffalo. It is very 
badly worn; it has Sees exhibited a number of times thus far without 
too much effect. The red blotches there—perhaps it would be better 
if I bring them to you [handing pages to committee] are the stations 
that have closed up, comparing one classified directory with the suc- 
ceeding year’s classified directory. Now, that is for the year just after 
the Buffalo price war in 1951. Fortunately, we don’t have that con- 
dition in Buffalo today. 

In Buffalo today we do have what we consider the best market in 
the country, so I am not complaining of present conditions in Buffalo 
as I speak, but nevertheless, the exhibit that I have made up here, and 
that exhibit before you, illustrate the hardship of a great number of 
Buffalo dealers following that price war. 

I can give you statistics on the number of stations that existed and 
changed hands for the years 1950 to 1951; that classified directory 
compared with the 1951-52 classified directory; and then with the 
1952-53. 

In the first there was 206—that was before the price war—206 Buf- 
falo dealers out of 650 changed hands. The next year there were 
228. That was about 2 months of a price war included in there. 

The next year was 310, That was the residue or the ones that were 
left over. We are counting 2 months of the price war in the middle 
group, and 10 months of a price war—just a minute—about 6 months 
of a price war, total of 8 months; 6 months of a price war in the third 
group. That made a total there of more dealers within those 3 years, 
there was more turnover dealers than there were stations in Buffalo. 

Now, that doesn’t mean that every dealer who existed at that time 
folded up and an entirely new cropcamein. There were some of those 
stations changed hands a number of times, and that is what this index 
will show you. 

There is also in this index a change of type. These are printed 
from our mailing plates. At one time I made up our own mailing 
plates, and they have a certain ordinary typewriter type. Other cards 
in here you will note are of all capital letters. That is a changeover 
in our making of the plates, which indicates which present dealers 
are more than 2 years in existence, and the plate that has the capital 
letters is a plate that was made within the 2 years. 

I didn’t come down in my own car; I wish I could have brought that 
set of plates because I picked this one particular zone, zone 21, which 
is the zone in which I live, and I arranged the plates according to the 
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color of the edges, and you could just see through the wear andthe 
color. The original plates are rather cream color, and as they get 
older they get black along the edges where you could see the changes 
from each individual year on those, which would be another very 
dramatic way of presenting the number of dealers and you can see 
where that price war occurred. 

I have here a composite by postal zones of the number in each 
zone—or since the year 1950, I should say—the number who have had 
1 operator since 1950; the number who have had 2 operators; the 
number that have had 3 operators; the number that had 4 operators, 
5 operators, and as high as 8 operators of 1 service station. Each time 
the service station changes hands and we become aware of it—— 

Mr. Roosevetr. Would you submit that for the files of the com- 
mittee ? 

Mr. Fax.ancer. Yes. 

Mr. Arnotp. Mr. Faxlanger, that is a tabulation made from those 
index cards? 

Mr. Faxtancer. That is a tabulation of these particular cards. 
Now, that is not a complete and final tabulation. There are more 
changes than that. 

Mr. Roosevetr. What percentage, Mr. Faxlanger, roughly, would 
you say that the numbers that you have listed here compare to the 
total number in Buffalo? 

Mr. Faxtancer. Mr. Chairman, I am sorry that I don’t have the 
percentage. We could compute it from the information that I have 
just given you, but I just didn’t have time to do the entire job as I 
should have liked to have done. I wish I could have. In addition to 
preparing the names of the dealers on these cards, I wish I could have 
given you the complete picture that we have on our other cards. You 
notice these are all new cards. I went to the trouble of making up 
this new deck of cards and putting on these names. Our original 
plates are in our file. We have got the name of the company that sup- 
plies them and a lot of other information on those cards in our file, 


and the investigating committee is at pre to examine our file at any 


time, or if you want the information I will compile that information 
from those cards and send it to you. 

Mr. Roosevett. I wish you would. I think it would more clearly 
paint the picture if we could have it in relation to the total number, 
at your convenience. 

Mr. Faxiancer. I want you to understand, though, that this is a 
one-man labor force that this association has. I have the entire job 
of keeping a fair market there, of collecting the dues, keeping the 
correspondence, keeping the books, and all of the other work of the 
association, besides my duties as a national officer of the National 
Congress of Petroleum Retailers, and I have got a tremendous job on 
my hands. 

Mr. Roosrvett. Well, you just take your time and whenever it is 
convenient, furnish it. 

Mr. Faxvanecer. I will get that information to you as fast as it is 
possible. 

Now, I can’t give you the percentage of the complete job, but I 
did prepare zone 21, which is the township of Amherst, just outside 
of Buffalo, in which I reside, and when we were after a sign ordinance 
there, they just couldn’t believe the statistics that I was giving them, 
and so I made up « summary of these cards for the town board of Am- 
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herst, and that summary showed that of the 63 dealers in this zone, 
there were only 10 of them antedated V-J Day. 

There were 6 who had more than 5 years’ experience. That would 
be prior to 1950. There are three in there whose exact time of starting 
Iam in doubt. We will call those also for the benefit of doubt more 
than 5 years’ experience. That leaves 44 stations that have had a 
change of management out of the 63 since 1950. Now, those 44 sta- 
tions in this particular calculation also included the new stations that 
were built in that time with just one operator, so some of them have 
not been in existence for the full 5 years with the 1 operator. Asa 
matter of fact, about 8 of those stations are less than 18 months old 
with 1 operator, so if we deduct those 8 stations that are less than 18 
months old from the 44, we come up with 36 stations that we are going 
to consider in this final rundown. 

Those 36 stations had a total of 115 operators since 1950. I believe 
that will give you some idea of the gasoline business turnover. 

I am willing to leave these cards with you as long as you have 
any use for them, but there is considerable work represented here 
and rather than throw them away, if you could return them to me 
when you are through it might save me the job of making them 
up another time. 

Mr. Roosevetr. I don’t think we need them, Mr. Faxlanger. I 
think that your testimony has illustrated them very well. 

Mr. Faxuancer. I would like the members of the committee to 
take the opportunity to riffle through them and see that my state- 
ments are correct. [am under oath, and I do so declare that they are, 
but I wish for your own satisfaction that you would take the cards 
and look through them and see that there are a number of cards with 
as many as eight different operators on them, and they are still renting 
out that station to any other man that comes along that hasn’t been 
taken out of circulation. 

There are several cases of that. We have 2 with 8; we have 5 with 
7; we have 6 with 6; we have 28 with 5. 

That, I believe, is sufficient time on this index of stations. 

Now, I came up here with a bag full of different exhibits, but when 
we got into trouble last night with taking so much time, it was 
rather suggested to me that Mr. Arnold go over that tremendous file 
and pick out what he thought would be of interest to this committee, 
so I had a conference with Mr. Arnold this morning, and although 
he eliminated a lot of things that I thought were very, very important, 
I think at this time to cooperate with the committee I will allow Mr. 
Arnold to guide me as to what he thinks the committee would like 
to know. He knows what is in the bag, at least half of the bag, and 
I think I would like his guidance as to what he thinks the committee 
would like. 

Mr. Arnoxp. I want to say in all sincerity that all the informa- 
tion I went through is very interesting, and I am only sorry that the 
committee cannot see all of it. However, I have retained in my mind 
what I think is important, and if an issue comes up I will advise the 
committee and we will know where the information is. 

I think the committee might be interested in the article you have 
concerning the retail margins throughout the United States, and if 
you would like to present that to the committee, I wish you would. 

Mr. Faxuanocer. I have here what we call the 50 City Index; which 
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is complied by the Texas Co. and established in the Gasoline Retailer, 
which is the leading trade publication of the industry catering to the 
advertisers who wish to reach the dealers, and doing a very good job 
of reporting. I have one dated November 4, 1953, in which Buffalo 
rates the highest margin—this is from price-war days—of any of the 
larger cities, and the only ones that exceed it in margin are New York 
City, where I understand there is terrific what they call under-the- 
counter cutting, and such places as Charleston, W. Va., and Casper, 
Wyo., which would not be comparable in size and would not have the 
number of stations to cause disruption or probably other factors that 
exist in a big city. 

At that time, October 1, 1953, is the date of this, if you will pardon 
me—my eyes aren’t too good—the margin in Buffalo was 6.3 cents 
per gallon, and the price to the consumer was 29.20. That was 29.2. 

We have the same index for February 2, 1955, which carries the 
tabulation for January 1, 1955. Buffalo there shows a margin of 6.7, 
and the retail price is not changed one-tenth of a cent. Weare simply 
getting a larger portion of the consumer price of gasoline. The in- 
crease of 0.4 of a cent per gallon that the dealers now enjoy over a 
year ago did not come out of the consumer at all; it was simply a 
readjustment where they gave us a larger margin to work on. 

There has been no change in any other factor except dealer margin. 
The tank wagon price has declined by 0.4, and the dealers’ margin is 
0.4 more. 

Mr. Rooseverr. Mr. Faxlanger, could you explain to us why, in 
your opinion, that has occurred in your area with a greater margin, 
why it was any different in your area? We have heard testimony 
from Rhode Island in the Providence area where exactly the opposite 
has happened. What, in your opinion, are the reasons for this greater 
margin ? 

Mr. Faxtancer. There are two possible reasons. I can’t say that 
either is the reason, but there are certain logical things that might 
explain it. I will throw out the assumptions, and I label them as such, 
for you to give whatever value you choose. 

One is that the Buffalo price war is over, that there is no longer 
any need to throw out any independents, as the bad boys have all been 
eliminated, let us put it that way, and consequently we have returned 
to the stable market. They have accomplished the taking over the 
GI station that he went out and built. They have got their control 
again, and consequently things returned to normal. 

Another explanation which is probably taking a little bit of glory 
to our own association, is that the “squeaking wheel gets the grease,” 
and we gave them a good fight. 

Mr. Roosrvett. In other words, in essence what you have said is 
that the undesirable competition has been successfully eliminated ? 

Mr. Faxiancrr. That would seem to me to be possibly an answer. 
Now, there has been a lot of speculation as to why companies will so 
crucify their dealers when they need those very dealers to work the 
last 10 feet of the hose—as they say is the most important in the indus- 
try. Now, someone must operate that:last 10 feet, byt.if they can find 
willing substitutes who can borrow $5,000 from their father-in-law, 
who have got it through a GI loan, from savings in a factory—they 
get good factory wages but they have a quarrel with the boss and want 
to become their own boss and they swallow the line, if you will allow 





DISTRIBUTION PROBLEMS 175 


me to be a little bit vernacular—they go out to be independent busi- 
nessmen. As long as there are enough men standing in line to take 
over a station, they don’t have to take care of the ones that they have. 

At the time of the price war in Buffalo they tried to institute a train- 
ing program for new operators, and this may be another factor of the 
Buffalo market. There has been quite an education in the industry 
to establish training schools for operators all over, and I would be the 
last one to say that trainin webioals aren’t needed, but as I pointed out 
to our superintendent of education in a letter which is reproduced in 
this bulletin, “Why train more operators when the present operators 
are going broke? Why inveigle hich school boys, college boys, to go 
into the gas station business, borrow money to get into it, and have 
them go broke” Every one of those boys who loses, generally bor- 
rowed money from the relatives, some from his GI loan, or what have 
you, wherever he can beg, borrow, or steal it, and I have a very interest- 
ing bulletin which quotes from the Kiplinger article, “There is good 
money in the gas station.” It even refers to going out and borrowing 
it and hastening to the nearest gasoline company office to get started. 

I am sorry I can’t give you the Kiplinger report, but I know it is in 
the files of the National Congress of Petroleum Retailers, and the 
entire article was answered very ably by Mr. Cash Hawley in a 
speech at our last annual banquet in Buffalo. 

But apparently there was somebody else who thought it was a crime 
to so inveigle dealers, because here at the top of the page, surrounded 
by quite a nice margin of white paper that the makeup man, the editor 
or somebody in the Buffalo Evening News, thought of that letter to 
Mr. Willis, who was then the superintendent of education in Buffalo 
and is now in Chicago. They emphasized the main point there, and 
the result was that we didn’t have any applications for the course and 
they discontinued the course because of the newspaper publicity that 
it was given. That has created a shortage of prospects, which may be 
another reason why they are allowing the dealers to have a little more 
margin in order to keep them. They haven’t got the replacements. 

Mr. Roosrveir. Mr. Faxlanger, I think that the time is just about 
up, but we would like to have the benefit of such suggestions as you 
would like to make to the committee in the form of positive corrective 
measures, if any, which you think it is possible to take in order to 
correct the situation which you and others have described. 

Mr. Faxuancer. I am a very stanch defender of the original Rob- 
inson-Patman Act. In fact, if Mr. Arnold had allowed me to, I would 
have presented a letter which contains some of the verbiage in a letter 
that I sent to Secretary Ickes in 1934. 

Mr. Rooseve.t. Let me make it clear, because I do not want to leave 
the impression that you are not to be allowed to present anything you 
want to present, anything that you do not have time to give or that 
we do not have time to hear personally, we would be more than happy 
to have you present it to the committee and we will enter it into the 
record, even though we do not have the time to hear you read it or 
present it. 

Mr. Faxuaneer. It is my contention, of course, that the Supreme 
Court misread the law in an article that I have here, Rules for Sport 
or Rules for Living. I take issue with the Supreme Court decision, 
and I think there is another Supreme Court decision due to rectify 
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that law, or have Congress rectify it for them by rewording the law 
so that they can’t misinterpret its meaning. 

Mr. SHEEHAN. May I ask that you suggest how the change is to be 
brought about ? 

Mr. Rooseverr. Actually, I should point out that there is paces 
now legislation in the Congress to do just what you have suggested, 
introduced by Mr. Patman. 

Mr. Faxianecer. I believe if that job were adequately done, and as 
I have pointed out to the sponsors of S. 11, much to the horror of my 
own cohorts in the National Congress of Petroleum Retailers, S. 11 
itself should be amended before it is enacted to get out those words 
which are not in the present Robinson-Patman Act. The present 
Robinson-Patman Act does not contain the words—well, I will give 
you a deletion that I think should be made in there. I don’t want to 
talk from memory 

Mr. Roosevett. We would be happy to have your suggestion. 

Mr. Faxtancer. At any rate, there are the words, the very words 
that the Supreme Court used and which are the bone of contention in 
the entire thing which—I wish I could think of it—those words are 
enacted into the law by this new amendment. I think they should be 
deleted from the appendage of it before it is passed. 

Mr. SuHeenan. Neither Mr. Steed nor myself are attorneys, so I 
think we should refer that to Mr. Roosevelt and Mr. Arnold. 

Mr. Roosrvetr. I do not want to travel under false colors; neither 
am lTanattorney. We will refer it to Mr. Arnold. 

Mr. Faxtancer. If you wish I would be glad to call that appendage 
to your attention. 

Mr. Roosevett. We would be very glad to have you do so. 

Mr. Faxiancer. Beyond that, I think that they should take the sug- 
gestion of Mr. Sheehan that they be compelled to either choose one or 
the other type of operation and not use the one to break down the 
other. If they want to have independent dealers and call their 
dealers independent in their advertising, I say they should have them 
all independent, but if they want that control which seems so neces- 
sary, in their eyes, then I think they should go whole hog and pay the 
whole bill and not expect a lot of people to pay it out of their savings 
or their father’s, or father-in-law’s savings. 

Mr. Roosevett. I will ask you another question: Do you from your 
experience feel that the enforcement of the law by the Federal Trade 
Commission has been inadequate or adequate? 

Mr. Faxuancer. I think it has been very inadequate. I made 
complaint to the Federal Trade Commission in 1938, and I have not 
received any satisfactory answer to the complaint that I made to date. 
I can show you a file of correspondence that thick [indicating] in 
which I asked for the intercession of Senator Mead at the time, who 
now sits on the Federal Trade Commission, and after 16 months of 
correspondence in which some 27 letters were exchanged, I called it a 
draw and dropped the deal. 

However, daring the course of that I was invited to testify before 
the TNEC investigation in 1938 by Mr. Scannel of the Federal Trade 
Commission, and in preparation for that appearance I made another 
survey which I have a copy of here, and if Mr. Arnold will yield I 
would like to give it to you, even though it is dead history, because 
it shows that the earnings of gasoline dealers average less than 10 
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cents‘an hour, and the average hours worked was over 80 hours per 
week, some of them going as high as 120 in the price war of 1938. 

On the day that that price war started my second daughter was 
born, and I took that news to my wife at the hospital. The daughter 

is now a junior, hoping to cultivate her voice. We are eking out 
enough to give her voice lessons. 

I have 1 older daughter who had an average in 1 of her high school 
years of over 99 percent for her entire year’s work. She wants to go 
to college. 

My lifetime is gone. If you will pardon me, gentlemen, I am fight- 
ing for another generation. Even my own children can’t win, what- 
ever you do here tonight. The time for that thing to have happened 
to benefit my family is gone by dilatory tactics all the way _ the 
administration of a law which I feel I had a part in enacting because 
of the exact quotations between the letter that I sent to Secretary 
Ickes in 1934 and the language of the bill itself. 

In 1934 I wasn’t even married. My family has matured; my hair 
is gray; my life is spent. My children’s lives are blighted because of 
the dilatory tactics, and I might add one more thing, if you will allow 
me, just to express what is pent up within me. 

The appearance in 1938 before the TNEC investigations never 
occurred, although I did go to that tremendous amount of work to 
compile the record of 150 dealers and their signatures. I can’t bring 
them out because they are not sworn to, but I do still have that old 
relic of 2 months’ work that I néver got any pay for. I did it because 
I thought the job needed to be done. There was no association at the 
time, and I took it upon myself. That record was never presented 
because I was never called: The correspondence that I had had with 
the Federal Trade Commission I was told later by Mr. Scannel had 
been incorporated in the report or in the presentation of the Federal 
Trade Commission to the TNEC investigation. It consisted, along 
with other dealers who had made complaints at the time, of 266 type- 
written pages of dealers’ complaints. The printed record contained 
3,116 pages. Those 266 pages of dealers’ complaints would not have 
burdened that record, but by the language of the hearing, which I can 
give to you either in the original book of the TNEC report, that ex- 
hibit of the Federal Trade Commission in 1938 was numbered No. 1295, 
and when presented to the investigation, the investigation went. into 
executive session and excluded those complaints from the record with 
the consequence that all of the research that has been done in this indus- 
try could have avoided this, if it had been known at that time 16 years 

ago. All of this was known, because I have a report of the Federal 
Trade Commission here in my bag in which everything you have heard 
tonight is incorporated and approved as testimony by the Federal 
Trade Commission and presented to the TNEC, and that was excluded 
from the record. 

Professors of Harvard, professors of Cornell, other economists 
around the country have quoted that record and have written books 
explaining the gasoline industry and its various phases, from that 
material that was contained and could have been available to them 
to bring out the evils that are within this industry. 


I hope, gentlemen, that the investigation now proceeding will have 
a better record. 
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Mr. Roosrverr. Thank you, Mr. Faxlanger. We appreciate very 
much your coming and the efforts which you have put into presenting 
such a complete story. 

I want to emphasize again that anything that you would like to 
leave with the committee, we will be very Shen to have, and very 
happy to put it into the record, provided of course that it is material 
which can properly be printed in the record. 

Mr. Faxiancer. Might I suggest that Mr. Arnold—I am ready to 
stay over as long as you are ready to work—I am wondering if Mr. 
Arnold could go through at least the other files that I have here and 
decide what he thinks has not been said by anyone else. There are 
things, for instance, on the trading-stamp racket. I listened to all of 
these speakers and it hasn’t once been mentioned. It is a very great 
evil in the industry. 

Mr. Roosevettr. Mr. Arnold is instructed to sit with you and to go 
over all your material, and anything which you and he together feel 
should be in the record may be put in the record. 

Mr. Faxtancer. Thank you, sir. 

Mr. Arnovp. Mr. Chairman, pursuant to a request made this after- 
noon of Mr. Thomas E. Hipple when he was testifying before the com- 
mittee, he has submitted a copy of the lease agreement executed be- 
tween himself and Standard Oil Co. dated April 16, 1948, and 
attached to which is an inventory list of physical equipment at his 
service station dated May 17, 1948. 

Mr. Roosevetr. It will be marked as an exhibit to Mr. Hipple’s 
testimony. 

(The documents referred to were marked “Hipple Exhibit No. 1” 
and will be found in the files of the subcommittee. ) 

Mr. Roosrvetr. The meeting is adjourned until 3 o’clock tomorrow 
afternoon. 

I might add that because of the session tomorrow including things 
somewhat important to the members of this committee, the meeting 
may start a little bit later than 3 o’clock, but it will begin as near to 
that time as committee members can assemble. 

The meeting stands adjourned. 

(Whereupon, at 9: 50 p. m., an adjournment was taken, to reconvene 
at 3 p.m., Wednesday, March 30, 1955.) 












DISTRIBUTION PROBLEMS 


WEDNESDAY, MARCH 30, 1955 


House or REPRESENTATIVES, 
SuscomitTreeE No. 5 or THE Setect CoMMITTEE 
To Conpucr A Stupy AND INVESTIGATION OF 
THE PROBLEMS OF SMALL Bustness, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 4 p. m., in room 445—A, 
House Office Building, Washington, D. C., Hon. James Roosevelt 
(chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed, Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosevetr. The subcommittee will be in order, please. 

Mr. Cash B. Hawley, will you step forward, please, and raise your 
right hand. 

Do you solemnly swear that the testimony which you will give before 
this committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Hawtry. I do. 

Mr. Rooseveit. Mr. Hawley, before you begin, may I explain to 
everybody that the House is, as you know, still in session, and if there 
is a quorum call for a rollcall the committee will have to suspend for 
the period of time it takes us to get over there to vote and come back. 
Otherwise, we will continue on and try to get as many as we can. 

Mr. Hawley, will you give your name and address to the reporter, 
and then proceed ? 


oda Hawtey. My name is Cash B. Hawley, and I live in Detroit, 
ich. 


TESTIMONY OF CASH B. HAWLEY, GENERAL MANAGER OF THE 
RETAIL GASOLINE DEALERS ASSOCIATION OF MICHIGAN AND 


VICE PRESIDENT OF THE NATIONAL CONGRESS OF PETROLEUM 
RETAILERS 


Mr. Hawtey. Mr. Chairman and members of the committee, I have 
been identified with the retail petroleum business as the operator and 
owner of a service-station business for more than 20 years, during all 
of which time I have been active in association work. For the past 
4 years I have been general manager of the Retail Gasoline Dealers 
Association of Michigan, devoting nearly my full time to association 


work, and I am now vice president of the National Congress of Petro- 
leum Retailers. 
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The material for my statement comes in large part from the files of 
the National Congress of Petroleum Retailers and has been accumu- 
lated in my experience in working with service-station operators in 
efforts to solve their problems through economic study and applica- 
tion of sound business principles. 

Spokesmen for the major integrated oil companies are very elo- 
quent in condemning Government. interference in business and Gov- 
ernment interference with the law of supply and demand as an 
infringement of the American system of free enterprise. What has 
disturbed me through the years is that these companies do not. live 
up to their own statements. While verbally praising free enterprise, 
and insisting on noninterference by Government in business and in 
the supply-demand relationships of the marketplace, they have been 
and are at the same time engaged in crushing free enterprise in the 
retail petroleum business through various forms of supplier inter- 
ference with the laws of supply and demand in the retail distribution 
of gasoline. 

These supply and demand interferences by integrated supplying 
companies in ther relations with retailers and in connection with the 
retail distribution of gasoline, come under five main headings: The 
first has to do with their arbitrary and uneconomic overinvestment in 
retailing facilities. The second has to do with the arbitrary, uneco- 
nomic, compulsory overuse of these excessive facilities imposed upon 
their lessee retailers. The third has to do with their interference in 
retail price structures by price-discrimination devices. The fourth 
deals with their interference in retail prices by domination of dealers 
as to pricing policies. The fifth deals with their interference in retail 
prices by below-cost competition of company-operated outlets. 

Of course, this list of supply-demand interferences in the retail 
vetroleum industry could be lengthened, but the specifications listed 
illustrate the principles which I shall present. For the sake of 
brevity, I have confined myself to petroleum products and will not 
discuss TBA pressure. 

I do not say that each and every one of the 22 major integrated com- 
panies is engaged in each and every 1 of these 5 practices, but I 
do say that these practices are characteristic of major integrated 
company operations. 

In the case of the first four specifications, the overwhelming ma- 
jority of major oil companies are engaged or have been engaged in the 
practices enumerated. With respect to the fifth, the sale of gasoline 
below cost in company-operated stations to control margins, only one 
company is an outstanding offender but a number of other companies 
are now using commission or consignment-type stations to accomplish 
the same result. 

With respect to the first specification of supply-demand contradic- 
tion, namely, over investment and overbuilding of retailing facilities, 
even major oil-company spokesmen themselves have commenced to 
express private doubts about this practice. The investments in retail 
facilities not operated by the integrated company are usually a contra- 
diction of the economics of supply and demand which govern erection 
of commercial buildings for lease, for the reason, which is common 
knowledge, that rentals collectible by major integrated companies on 
such stations do not yield as high a net income on the invested capital 
as is characteristic of real-estate investments generally. These facili- 
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ties defy the law of supply and demand because they do not earn, and 

cannot earn, the normal net income for real-estate investment prop- 

erties. These stations further defy the basic economics of supply and 
demand because they are not built primarily to earn the maximum re- 
turn upon the investment. 

Even where the figures themselves are not available, the uneconomic 
nature of this investment is disclosed by integrated company practices 
in dealing with retailers who own their own stations. We are familiar 
with many cases, where a dealer who owns his own station leases it 
to a major company for one figure and re-leases it for his own opera- 
tion at a figure approximately one-half cent per gallon less than the 
company pays him. For example, Brown owns a service station 
which he leases to Blank Oil Co. for $350 per month and re-leases 
from Black Co. for $150 a month. It is a fair assumption that the 
lease loss to integrated companies in such cases is a reasonable 
measure of the ownership penalty companies are willing to pay in the 
present overbuilding of service stations. 

Of course, it isn’t the ownership penalty that we are complaining 
about. The problem is the oversupply of service stations which their 
payment of this ownership penalty produces. The right number of 
service stations from the standpoint of supply-demand balance would 
be the number which would be built by retailers for their own use 
and investors for the rental income. When a supplying company 
invests money in a service station which yields a smaller income than 
the same money invested in other commercial buildings would yield, 
it creates an uneconomic oversupply of gasoline retailing facilities in 
relationship to the demand for same as shown by the realizable rental. 

This oversupply is aggravated by the fact that the failure of 1, 2, 
or 3 operators to make the facilities succeed as a service station rarely 
prompts its conversion to another type of commercial use. Obsolete 
and uneconomic stations are continued in use as gas stations though 
an «lternative retailer might pay a higher rent for same if he were 
freed from the necessity of selling gasoline there. 

The second specification of supply-demand disturbances which I 
will discuss deals with the amen overuse of the too numerous 
stations imposed upon lessee retailers by some supplying companies 
through domination and indoctrination. Not only are there more 
stations built than there is a demand for but there is also the arbitrary, 
required overuse of these same stations for twice the number of hours 
they would be used in almost any other retail business. 

In association work we are all familiar with the cases of dealers 
who have been threatened or whose leases have been canceled because 
they have refused to keep their stations open the extra long hours 
that their suppliers required, and with the opposition of suppliers 
to reasonable efforts by retailers to limit overuse of retailing facilities. 
The integrated companies have seen fit to oppose even Sunday closing 
ordinances, as was the case in Cincinnati 2 years ago. In such cases 
suppliers have not even sought to hide their insistence that retailers 
should overuse the oversupply facilities. 

If dry-goods manufacturers interfered with the closing hours of 
dry-goods stores, we would have no trouble in recognizing it as a 
violation of the supply-demand relationship which ought to exist 
between dry-goods stores and their customers, whereby those stores 
stay open the hours that the customers indicate by their purchases 
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they want them to stay open. If whisky distillers required tavern 
keepers as a condition for buying their merchandise to stay open all 
the hours the whisky distillers might require, there would be plenty 
of condemnation on both moral and economic grounds. Yet every day 
of the week and every hour of the day some company salesman is 
threatening a lessee retailer that his lease will be canceled unless he 
stays open longer hours than the supply-demand relationship of that 
retailer with his customers requires. 

The third, fourth, and fifth type of supply-demand law violations 
by supplying companies have to do with arbitrary interferences with 
margins and retail prices through price discrimination, domination 
of lessees, and below-cost sales. 

It is a commonplace of sound economics that retailers’ margins 
should be determined by the demand for their products and services, 
that such margins determined in the market place should be high 
enough to enable the retailer to give reasonable service, and that 
competing retailers will keep those margins low enough to encourage 
efficiency and insure fair prices. That is how retailers’ margins are 
determined in practically every major industry except the retail- 
petroleum industry. In the retail-petroleum industry, and also in 
the wholesale-petroleum industry, it is integrated company interfer- 
ences in margins and prices rather than supply-demand balance of 
the market place which fixes margins and ites prices, and I will 


mention three such types of price interference as the third, fourth, 
and fifth types of supply-demand contradictions. 

Consider the practice of price discrimination, selling to a jobber- 
retailer at a discount not justified by cost savings, the effect being 


to crush margins and disturb retail prices in a wide area. Where 
retailer groups have protested such action, have the suppliers con- 
fessed their error and promised not to repeat this discriminatory 
interference? Hardly. On the contrary, they have fought retailers’ 
complaints to the Supreme Court and back again, asserting before 
the Federal Trade Commission and in court the alleged right to 
practice a type of discrimination which disturbs and distorts normal 
retail price levels. 

Another form of interference in retail prices and my fourth speci- 
fication of supply-demand violation, is that accomplished by domina- 
tion and indoctrination of lessee retailers. Recently in Columbus, 
Ohio, the representative of a large integrated company asked one 
of its lessee retailers to sign a request for a subsidy so he could lower 
prices to compete with a so-called off brand. The retailer refused. 
Then the company representative went to another retailer down the 
street and told him that the first retailer had signed and asked him 
to do likewise, and he refused. Then the company representative 
went to a third retailer and told him that each of the first two had 
signed and asked him if he wouldn’t want to do likewise and he said, 
“Yes,” so the company representative took the printed form-he signed 
back to the first and second retailers and said, “See, this is what your 
fellow retailers are doing, you had better get in line.” That pat- 
tern of domination is only one of many used to interfere with retail 
pore to push them below the level of normal Senne ly Srna balance. 

he circus-type price sign foisted upon the retailer by his supplying 
company is another weapon used to accomplish this objective. 
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Another method of interference in retail price levels, the fifth 
supply-demand violation, is sales below cost in company-operated 
stations, fixing a retail price level which independent retailers must 
meet by selling gasoline for less than the cost-plus handling costs. 
Of course, the integrated companies deny that their company-operated 
stations are operated at a loss, and the truth or falsity of these denials 
may be inferred from a number of surrounding circumstances. Na- 
tional Petroleum News pointed out last year that notwithstanding 
their denials, no integrated company has ever published a depart- 
mental profit-and-loss statement for its retail operations. 

In a hearing before on Ohio legislative committee 3 years ago, 
A. A, Stambaugh, chairman of the board of Standard Oil Company 
of Ohio, denied that Standard’s company-operated stations are op- 
erated at a loss; yet the Ohio Gasoline Dealers Association produced 
records of a Cleveland labor hearing where Standard’s own attorney 
stated the labor cost in company-operated stations was 7 cents for each 
gallon of gasoline sold compared to the 314-cent margin dealers were 
then getting. Of course, under existing laws, an integrated com- 
pany has a right to be in the retail business, but when that company 
exercises price leadership at both the wholesale and retail level and 
squeezes the retail price so close to the wholesale price that it must 
subsidize its retail operations out of jobbing or refining profits, thus 
forcing its own dealers and others to handle gasoline for less than 
the margin which the supply-demand relationship between dealers 
and customers would establish, that company greviously interfers 
with the laws of supply and demand as they relate to the petroleum 
industry. 

These 5 supply-demand interferences which foster destructive over- 
competition and reduced retailers’ margins below the level which would 
be fixed in the market place in the absence of such interference, are 
an important reason for the failure and quitting of business of some 
60,000 service-station operators every year. 

Now, I would like, gentlemen, to supplement the statement that I 
have made regarding the overcompetition with this material that I 
have at the end. 

Overcompetition and dependence of retailers are both fostered 
through overbuilding of service stations. At the same time the new- 
est and best superstations can be retained for company operation to 
strengthen price leadership control at the retail level. The extent to 
which this saturation overbuilding of service stations is subsidized out 
of tax savings through the depletion allowance seems a matter of public 
inquiry. 

Here is a table [demonstrating] showing the net profit before in- 
come taxes, the amount of income and excess-profits taxes and net 
income after taxes for 22 major integrated companies for the year 
1953. As will be seen, the total profit before income and excess- 
profits taxes of those 22 companies was $3,058,526,000 and the total in- 
come taxes and excess-profits taxes on that profit was $941,529,000, or 
only 31 percent. 7 

A comparison of this percent of taxes on net income with the per- 
cent of taxes paid on net income by major corporations in other 
industries for the year 1953 indicates a cg: sr advantage en- 
joyed by these oil companies, and from the public’s standpoint raises 
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the question of whether the money saved through this preferential 
tax treatment is employed in the public interest. 

This chart also shows the amounts spent for additions to marketing 
facilities (service stations and bulk Me during the year 1953) by 
10 companies. <A close study of the operating and financial state- 
ments of these companies will show, in most instances, that the source 
of these funds invested in additional marketing facilities was income 
retained after taxes. Had taxes taken the same percentage of net 
income as in other businesses, the money would not have been available 
for investment in saturation overbuilding of service stations. 

Incidentally, here are some other interesting figures disclosed in 
that chart: 

Net income before taxes of those 22 companies in the amount of over 
$3,058,526,000 equals 15 percent of the gross sales and other income 
($20,361,239,000) and 19 percent of the common shareholders’ equity 
($15,788,989,000). 

I might observe that those percentages compare very favorably 
with the profit percentages enjoyed by the retailers. 

Thank you. 

Mr. Roosrvett. Thank you, Mr. Hawley. I think that is a very 
complete and constructive statement. I have a number of questions 
which I would like to ask you. 

Do you want to submit this chart for the record ¢ 

Mr. Hawtey. Yes. 

(The chart referred to is as follows :) 
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Mr. Roosgrvett. In your first point dealing with the arbitrary and 
uneconomic overinvestment in retailing facilities, I think you prob- 
ably agree that from the point of view of the committee it is a little 
difficult to foresee how any legislation could be worked out which 
would keep anyone in a free economy from overinvesting.in any par- 
ticular part of his business without seriously interfering with his 
rights todo so. However, if, as I gather from the latter part of your 
statement, you feel that part of the remedy would be a direct curtail- 
ment of the depletion allowance tax deduction, would you care to 
make that as a specific recommendation to the committee ? 

Mr. Hawtry. It seems to me that there should be some careful 
scrutiny made of the depletion allowance. I do not say a direct can- 
cellation, but that some study be made to see if that money is used 
for what I understand it was supposed to be used for during wartime, 
to produce more of a commodity that was short at that time. That is 
one thing. But if that money is to be used to overbuild the facilities 
we certainly do not want to retard progress—we are for that—but in 
my home city of Detroit, where there is progress going on and new 
building going on out in some of the vacant areas where they build 
400 new homes, and where we know it takes about 400 homeowners to 
support one good service station, we know that there is in a short time 
2, 3 or 4 service stations built and bidding for the business of the 400 
homes. So it seems to us that there is unnecessary building, and 
whether or not that money is used to build up these extra facilities—it 
costs some $100,000 to build a service station today—we feel that there 
might be some use to make some study of it. 

Mr. Roosevett. I think you have raised a point that deserves a good 
deal of consideration. 

The second point that you mention has to do with arbitrary un- 
economic compulsory overuse of these excessive facilities imposed 
upon their lessee retailers. What do you mean by compulsory over- 
use ? 

Mr. Hawtey. I think we can go back, Mr. Chairman, to some of 
the testimony offered yesterday. I believe you brought up the point 
of section 7 in certain lease documents. The compulsion I refer to— 
I believe it certainly could be called compulsion when these leases are 
used to force people to stay open on a 24-hour basis or at least a lot 
longer hours ion it seems their supply and demand requires. 

Mr. Roosrvetr. Now in this connection I would like to explore the 
suggestion which you made in relation to a possible limitation on 
hours and working conditions by those who work in stations. For in- 
stance, suppose that there was a Federal law, just supposing for the 
moment, that restricted or imposed a 5-day week and an 8-hour day on 
anyone working in a retail gasoline station, that, of course, would 
immediately make it impossible, at least from testimony that has been 
produced so far, for many retailers to continue in business. 

Mr. Hawtry. That is right. 

Mr. Roosevett. And would automatically, therefore, result in a 
considerable curtailment in the number of gasoline stations unless the 
company wished to operate them itself at a loss. Is that correct ? 

Mr. Hawtey. I believe that is correct, yes. 

Mr. Roosrvetr. Would you advocate such legislation ? 

Mr. Hawtey. No; I would not. 
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Mr. Roosrvett. Now you have criticized the number of hours that 
they force people to work and the number of days in the week in 
which they are forced to work. If you do not criticize it, then what 
do you suggest be done about it? 

Mr. Hawtey. I criticize the compulsory over-use by the hours the 
station is made to keep open. The supply-demand balance should be 
considered. It should be up to the individual. If he wishes to oper- 
ate on a 24-hour basis, if it is economically sound for him to do so in 
his own opinion, he should have a right to do that. But certainly he 
should not be forced to keep open uneconomical hours. 

Mr. Roosevet. In other words, if a legislative way could be found 
to remove the coercive feature on the part of the oil company from 
the retailer, you would feel 

Mr. Hawtey. That is right—let the supply and demand work it out. 

Mr. Roosrvett. Under those conditions, as long as you still had a 
competing company-owned station giving such competition in the 
way of hours and in the days that they were open, it would result in 
the same thing, that the retailer to stay in business would have to do 
the same thing. He would have to work around the clock. 

Mr. Hawtey. Well, it would be up to the retailer to decide that. 

Mr. Roosevett. In your No. 5 you state that there is one company 
which is the outstanding violator of your fifth point. Would you 
care to name the one company ? 

Mr. Hawtey. Standard Oil of Ohio. 

Mr. Roosrvetr. Mr. Steed. ° 

Mr. Streep. Mr. Hawley, in your supplemental statement here you 
deal with some figures about gross income and tax payments and such. 
What was the source of those figures? 


Mr. Hawuey. Oh, in the companies’ own published financial state- 
ments, 

Mr. Steep. This 2714 percent depletion item you are talking about, 
is that the 2714-percent depletion allowance in the tax law for the 
production of oil? 


Mr. Haw ey. I understand that that is what it is supposed to be 
used for. 


Mr. Sreep. Do you have any figures showing how much oii these 
22 companies actually produce? 

Mr. Hawiey. We have some figures in our records at the national 
congress. I don’t have them here. 

Mr. Steep. Are you familiar with the fact that most of the oil pro- 
duced in this country is produced by independent oil operators who 
do not have any part of these 22 companies who deal in retail gasoline? 

Mr. Hawtey. I am fairly familiar with that. 

Mr. Streep. Well, that 2714 percent depletion allowance happens to 
be something about which I have some knowledge, in view of the fact 
that in my district all of the counties are producing counties and 
almost all the oil production is owned by what we call independent 
operators who must have 2714 percent depletion to provide the oil 
that finally comes into the form of gasoline in these retail stations. 
Now, the major companies buy this oil from the independent operators. 
The major companies do not get the 274% percent depletion allowance 
for the oil; the operator who drills and owns the well gets that. I 
think you will find that a great deal of the petroleum that is refined 
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by these 22 companies is not the kind of oil they can claim these deple- 
tion rights on. I thought that point ought to be cleared up because 
that right goes to the owner and operator of the well. 

Mr. Hawtey. Are you telling me that the major integrated com- 
panies do not do any producing themselves ? 

Mr. Steep. Yes, they do some. 

Mr. Hawtey. I understood that they did. 

Mr. Streep. But most of the oil that they process they buy from other 
producers. I think you will find that a great deal of the oil produced 
in this country is produced by independent operators who are not in 
the refining and retail business. 

Mr. Hawtey. Of course, there might be quite a definition—we feel 
this word “independent,” too—— 

Mr. Sreep. I think you will find that about 40 percent of all the 
domestic oil produced in this country comes out of what they call 
stripper wells, and without the depletion allowance, it would not be 
economical to produce those wells at all. 

There are many other reasons why that allowance is considered by 
the production end of the oil industry as very vital to the operations. 

Therefore, I just cannot go along with the idea that it is furnishing 
these companies an undue Aivanituge: as you represent here. 

Mr. Hawtey. We feel, Mr. Steed, it might be well to take a good 
look-see and find out exactly whether it is. 

Mr. Streep. I think you will find that it has been looked into very 
thoroughly for about the last 30 years. 

Mr. Hawtry. The money has to come from somewhere to produce 
all these 

Mr. Steep. The Congress and the Committee on Ways and Means 
have combed through that item very thoroughly. It has much fur- 
ther ramifications than the application that 1 felt you were trying to 
give it here; just as these 1 or 2 companies. There are literally thou- 
sands of independent oil operators who own and produce oil. They 
get the 2714 percent. 

Mr. Rcoseve.t. Was the witness’ point that he is not opposed to 
that allowance, but that he, as I understood it, is opposed to the use 
of any of that allowance in operations which are coercive or—— 

Mr. Hawtey. Which was not intended in the first place. 

Mr. Roosevett. In other words, you would like us to look into the 
fact that this depletion allowance should be used for purposes that the 
independent users actually need it for? 

Mr. Hawtey. That is night. 

Mr. Sreep. I suppose to know accurately about it, you would have to 
have a complete breakdown of the major companies’ operation to see 
what segment of their operation their profit is made in. But how you 
could regulate the way a company will use its profit is something I 
cannot understand. 

Mr. Roosevetr. The thing I am a little bit interested in here is the 
statement that their taxes, the total income taxes, net and excess-profit 
taxes, are only 31 percent. 

I would like, if the rest of the committee agrees, to have a break- 
down as to how you arrived at these figures because, by themselves, 
without more reference to where you got them, I do not think they 
mean very much. 
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Is that all right with you? 
Mr. SuHeeHan. You are 7 ge 


Mr. Roosrve.r. We would like to ask you to supply that breakdown 
for us. 


Mr. Hawtey. I am sure we could supply you with that, Mr. Chair- 
man. 


Mr. Rooseveir. Thank you. 
Mr. Sheehan ? 


Mr. SueenHan. Mr. Hawley, I have one observation tomake. Your 
point of limiting the oil companies’ depletion allowance to certain 
things involves a very interesting probability and ramification, be- 
cause you people are in the same position. If you want to be consist- 
ent, it would seem to me that then some outside interest would say to 
the oil station operators, “You fellows have made your money from 
selling gasoline and oil, do not get into the grocery business, do not 

et into the soft-drink ricer a 4 not get into the drugstore business.” 


am sure you do not think that in America, we should tell anyone 
what to do with his money. 


Mr. Hawtey. I did not suggest that. 
Mr. SHEEHAN. But by implication, you are going to have to be con- 
sistent, Ifsome of your gas stations were to sell bread and things like 


that, the grocery people might feel you are interfering in their 
particular field. 


Mr. Hawtey. That is right. 


Mr. Sueenan. They might, by being logical like you are, want to 
limit you from going into their field. So how can you justify that? 

Mr. Hawtey. I think we are talking about two different things here, 
Mr. Sheehan. Certainly, I do not go along with the idea that I should 
carry groceries in my gas station. I am talking about the petroleum 
industry here. I am not taking two industries, we are merely ques- 
tioning whether or not this 2714 percent allowance, depletion allow- 
ance, is used the way it was intended, or whether a portion of that has 
been used to overbuild the retail segment of this industry. That is 
what we want to find out. 

Mr. Sueenan. As far as I know, the depletion allowance and al- 
lowances for income-tax purposes can be used for any particular pur- 
pose they want to use it, once it is reported as income. 

Mr. Hawtey. I do not understand it that way. 

Mr. SuHeenan. There is no question about it. The Government 
does not tell anybody what to do with it once it is earned and the taxes 
are paid on it. I am merely bringing that up because, as I say, you 
are going to get into ramifications far afield if you recommend such 
a course of action. That is all I want to bring to your attention. 

Mr. Hawley, as I understand it, you are a member of the trade 
association group ¢ 

Mr. Hawtey. That is right, and I am a dealer, incidentally. 

Mr. SueeuHan. Now, as a member of the trade association group, 


has your trade association, as such, attempted to bring the facts to the 
attention of major oil companies? 


Mr. Hawtey. Absolutely. 

Mr. Sueenan. In what form? 

Mr. Hawtry. Well, I was invited to speak as a representative of the 
retail segment of the industry before a supplying group in Chicago. 
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Mr. Sueenan. What is a supplying group? 
Mr. Hawtey. Illinois Petroleum Marketers Association. That is 
a jobbing segment of the industry. 

Mr. SHrewAn. How are they connected with the major oil com- 
panies ¢ 

Mr. Hawtey. They are the jobbers. They are the jobbers of the 
oil industry. It is a major segment, many major oil companies sell 
through the States through jobbers. 

Mr. SuHreenHaNn. No; I want to find out whether or not you went 
directly to the major oil companies. 

Mr. Hawiey. Mr. Sheehan, I would like to answer your question. 
I was asked to speak before these people at their convention in 
Chicago on March 17, 1953; which I did. A large segment of the 
audience at this convention, at the time I spoke, were vice presidents 
of marketing of major integrated companies, They were interested— 
my talk was entitled “Competition That Destroys Competition,” and 
it contained substantially the very essence of this statement that was 
put into the record here today. 

Mr. SuHeenan. But then, officially, you have never gone to the com- 
panies themselves? 

Mr. Hawtey. We have gone to the companies, individual com- 
panies, and discussed the overbuilding of service stations with them. 

Mr. SHEEHAN. How about these other points that you mentioned ? 
You mentioned five points. 

Mr. Hawteyr. Oh, yes; we have discussed the five points with them. 
Incidentally, this has been published through all the trade papers. 

Mr. SHeenAn. I realize that does happen. But what I am inter- 
ested in, from a practical standpoint, is, if your association, as such, 
has had direct interviews or direct correspondence with the major 
oil companies, petitioning them or telling them what your problems 
are? 

Mr. Hawtery. Asking them to do something about these problems? 

Mr. Sueenan. That is what I mean. 

Mr. Hawtey. We have; yes. 

Mr. SuHeeHan. Have you had that? 

Mr. Hawuey. Yes; we have. 

Mr. SuHrenan. Has it given you any encouragement at all as to 
helping you solve the problems? : 

Mr. iiviaty: We have been received very graciously. They are 
awfully nice folks to visit with. We have seen nothing in the way 
of anything that can be construed as a constructive approach to the 
problem. Asa matter of fact, it seemed after we eartad talking about 
it, there was a hurry to get up more of these stations. 

Mr. SuHeenan. That is all, Mr. Chairman. 

Mr. Rooseveur. Mr. Hawley, I would like to add one thing here. 
Difficulties of meeting or finding legislative remedies to many of the 
situations which have been brought out here, I am sure you realize, 
are tremendous. There are constitutional questions as well as ques- 
tions of right that fit into a free economy. 

I direct this particularly to you as vice president of the National 
Congress of Petroleum Retailers because neither from you directly, 

nor from any of the other representatives of the congress, have we 
had what I would term a suggested legislative program. 
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I feel that one of the things that I would say to you, as an indi- 
vidual, is that to be really effective, coming before a committee of 
this kind, not only must you show the abuses which you want to have 
corrected, but that you should come with definite suggestions as to 
what you think are the right and proper ways of remedying these 
things. 

We have spent a good deal of time here, now, on the abuses. We 
have, as yet, and I and perhaps, that that will be remedied in the 
course of future testimony, received very little testimony as to the 


feasible ways of improving the situation and overcoming these hazards 
which have been created. 


Mr. Sheehan ? 


Mr. Sueenan. I want to heartily agree with Mr. Roosevelt’s splen- 
did statement there. I want to suggest one other thing; we would 
like to know if you have exhausted all of the remedies of the laws that 
are already on the books such as the Robinson-Patman antitrust laws ¢ 

Mr. Hawiey. Yes. I might say to answer both you, Mr. Chairman, 
and you, Mr. Sheehan, that we work as a national congress, as a team, 
naturally. We have several offices and affiliated associations where we 
have regional vice presidents. We have discussed all these things, 
and it is my understanding that before the committee hearings ad- 
journ, are finished, that our general counsel who has worked with us 
very diligently, and has a lot of information right at his fingertips 
relative to some of these economic abuses that we speak of, will sort 
of present a summary and with that make certain suggestions that 
you refer to. 

In other words, some approach to the problem, some suggestion, or 
some remedy. We have ideas about that, and I believe the proper 
se for that is after these things have been related. Mr. Snow has 
= with this thing all the time and, without a doubt, will discuss 
that. 

Mr. Roosrvetr. Thank you, Mr. Hawley, we will be very happy to 
receive that. 


Mr. Arnold? 


Mr. Arnotp. Mr. Hawley, as I understand your testimony, there 
are two things you are concerned about. The first is that there are 
high profits in the major oil. companies, irrespective for the moment 
of where they come from, depletion or economic efficiency, or whatever 
itis. There is a condition of very high profits among the major oil 
companies. Then, I understand your other point is that with this 
high profit, the oil companies themselves are continuing to saturate 
the market with retail gasoline stations. Is that correct ? 

Mr. Hawtey. Well, I would like to answer you this way, Mr. 
Counsel. I think you asked the question that one of the concerns was 
high profit. We are not concerned with business prospect ; we are not 
worried about that. This money is used to overbuild, and if there is 
so much profit, then that is another thing. 

If I might, Mr. Chairman, place this report of cost of doing business, 
as far as the retail operation is concerned, prepared by Dun & Brad- 
street, where it points out that the net profit before income taxes, and 
this was taken in 1951 by Dun & Bradstreet, point out that the profit 
in all the stations surveyed is 1.9 percent before taxes. 

I would like permission to place that into the record. 
Mr. Roosrveir. We will be very glad to accept it. 
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COST OF DOING BUSINESS 


A Survey sy Dun & Brapstreet, INo., 


TABLE 1.—Operating ratios in 1951 for 398 gasoline service stations and for 
stations grouped by form of organization * 
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112 corporations were included in the survey, too few to permit compilation of ratios for corporations as 
@ group. 


GASOLINE Service STATIONS—OPERATING RESULTS IN 1951 
(By Elmer T. Sivertsen) 
SURVEY HIGHLIGHTS 


The typical service-station operator realized a gross margin of 22.6 percent on 
an annual volume of $62,950 in 1951. 

Expenses totaled 20.7 percent, leaving a net profit before taxes of 1.9 percent. 
Net operating losses were reported by 21 percent of the concerns in this study. 

Wages of employees—-7.5 percent—represented the largest expense item, fol- 
lowed by owners’ salaries and drawings of 6.2 percent. 

Occupancy expense averaged 4.0 percent of sales for all stations, with operator- 
owned businesses showing a much lower figure than those leased from oil com- 
panies or others. 

Inventory turned 20.7 times during the year. Gasoline stocks alone turned 38 
times and other merchandise 7.4 times. Gasoline sales per pump amounted to 
$14,110 for the year. 

In this survey the 1951 operating figures of 398 gasoline service stations are 
presented in a number of group breakdowns which should prove of interest and 
value to all operators in this line. Whether the individual station is owned or 
leased, is operating on a large scale or small, a means of comparison with other 
concerns in similar circumstances is provided by the tables contained in this 
folder. 

The service stations used in this study derived most of their income from the 
sale of gasoline and lubricating oils. The majority also retailed a line of tires, 
batteries, and other replacement parts and accessories, and did lubricating and 
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minor repair work. The stations were selected in such a way that the distribu- 
tion by region and by size of city followed as closely as possible the pattern 
shown by the latest Census Bureau’s figures. Concerns deriving most of their 
income from repairs or body work were not included in this study. 


TABLE 2.—Operating ratios for stations grouped by sales volume 


Net sales volume in 1951 
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TABLE 3.—Operating ratios for stations grouped by credit policy 





Credit sales as percent of 
total sales 
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This study shows that 61 percent of the stations were leased from oil companies 
or jobbers, 27 percent were owned by the operators, and 12 percent were leased 
from concerns other than oil companies or jobbers. The last group earned more 
money in the form of owners’ salaries plus net profits, than the other two groups 
although the percentage of net profit before income taxes was smaller. This was 
accomplished despite the fact that 25 percent of the stations in the group showed 
unprofitable operations compared with 20 percent among oil company lessees and 
22 percent among operator owned businesses. 

Steady local patronage appeared to be the backbone of the business of most of 
the 398 stations. Three hundred and thirty-one reported selling principally to 
local trade, 33 principally to transients, 9 to commercial accounts, and 25 had no 
major class of customer. 

National figures.—In table 1, the first column shows the composite experience 
of all the service stattions in this survey. On typical net sales of $62,950 a gross 
margin of 22.6 percent was averaged on all sales. The gross margin on gasoline 
alone was 18.6 percent and on all other merchandise 31.9 percent. Expenses 
totaled 20.7 percent leaving a net profit before income taxes of 1.9 percent. 

The typical operator had an inventory turnover of 20.7 times during the year, 
with gasoline stocks turning at the rate of 38 times during the year. Net worth 
turned an even seven times. No losses from bad debts were sustained by the 
average service station. 

Form of organization Over three-fourths of the concerns reporting in this 
survey were proprietorships. Twelve corporations were included in the sample 
but were too few in number to have ratios compiled for them as a group. In table 
1, the second and third columns reflect the experiences of the proprietorships and 
partnerships. Unlike many other retail businesses where the proprietor, with 
perhaps the help of a wife, handles the entire operation without employees, the 
service station requires either part-time or full-time help. Partnerships, with two 
or more owners active in the management, can do with less help than the pro- 
prietorships in transacting the same volume. The compensation of the partners 
will be larger than that of the single owner. The difference in the percentage of 
sales taken out for owners’ salaries and employees’ wages for each form of owner- 
ship is shown in the table. 
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Taste 4.—Operating ratios for stations grouped by type of ownership: A—Owned 
by operator ; B—leased from oil company or jobber ; C—leased from others 
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TasLe 5.—Operating ratios for stations grouped by number of hours open for 
business 
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ns Thirty-two percent of the partnerships owned their own stations against 25 


percent of the proprietorships. This partly explains the lower ratio of occupancy 
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expense for the partnership group. Other items of expense did not vary greatly 
between the two groups and net profit before taxes was only. slightly larger for 
the partnerships. 

Sales volume.—The size of a concern has its effect upon operating costs, pri- 
marily in the relationship between owners’ compensation and employees’ payroll. 
As sales increase the percentage of owners’ salary tends to decrease and employ- 
ees’ payroll to increase. This is illustrated in table 2. 

The low volume stations showed the least percentage profit, the middle group— 
$50,000 to $75,000—the largest percentage profit. A composite picture of the 
typical service station operator in the latter group would show a proprietorship 
located in the downtown section of a city between 10,000 and 100,000 population 
in the Middle West, leasing from an oil company, open from 13 to 14 hours a day 
and making from 20 to 49 percent of his sales on a credit basis. 

Credit policy.—Only 12 concerns in this study reported selling strictly for cash. 
The remainder extended credit on their own account, on oil company credit cards, 
or used both methods. Three hundred and twenty-one stations, or 81 percent, 
participated in some form of credit card system. 

Table 3 shows that gross margin was increased as the percentage of credit sales 
increased. However, total expense also increased at the same time and the opera- 
tor extending the most credit realized the smallest return in combined salary 
and profits. As would be expected, bad debt losses were shown by the concerns 
with the larger credit sales. 

Type of ownership.—The percentages in table 4 point out several interesting 
differences in operating costs among the stations owned by the operators, those 
leased from oil companies and those leased from other owners. The greatést 
difference was in occupancy expense with operator owned stations paying out 
3.3 percent of the sales dollar against 4.2 percent for oil company lessees and 
4.1 percent for stations leased from others. 

To compensate partially for the increased cost of occupying their stations, 
the oil companies generally furnish a substantial amount of equipment which 
the operator must buy when he owns his own station. This is clearly shown by 
the item, depreciation on equipment, which is twice as large for operator owned 
stations as it is for lessees of oil companies. Operators leasing from concerns 
other than oil companies apparently purchase most of their own equipment and 
therefore also have a higher depreciation figure. 


Tae 6.—Operating ratios for stations grouped by type of business location 
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Tas_e 7.—Operating ratios for stations grouped by population 
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It is known that the oil companies spend a considerable amount of time and 
effort studying a location’s possibilities before deciding -to -build ‘a service sta- 
tion. From this survey, it would appear that the downtown and neighborhood 
locations are favored by the oil companies. Of the total number owned by the 
oil companies, 45 percent were in downtown locations and 42 percent were 
“neighborhood” stations. Operators who owned their own property favored 
highway locations by a small margin, although the percentage situated in down- 
town and neighborhood sections were close to one-third each. Fifty percent 
of the highway stations were owned by the operators. The indications are 
that the latter group engaged in more price cutting than the other groups, the 
gross margin on gasoline being 17 percent against 18.6 percent and 19.Y percent 
for lessees of oil companies and other companies respectively. 

Hours open for business.—The length of time a station was open for business 
apparently had a direct effect on its sales. Although there were some owners 
who put in longer hours to transact the same volume as other operators, gen- 
erally, the increased business day resulted in larger sales. 

Table 5 shows that the expenses of the three groups differed mainly in owners’ 
salaries and employees’ wages. Judging from the size of the employees’ pay- 
roll, the 15-24 hour group had 1 more employee than the other groups. Despite 
the lower salary and net profit percentage figures shown, the operators earned 
more money per day as the working hours increased. On an hourly basis the 
extra time would probably show a diminishing return. 

One of the points noted from the figures in this table was the additional sales 
per pump realized by the concerns with the longer business hours. Although 
figures covering hourly sales were not requested, it would seem that the late 
evening and early morning hour sales would consist principally of gasoline 
sales. Returns from the concerns in this study showed that 70 percent of the 
stations were open from 12 to 15 hours per day, 6.3 percent stayed open 24 hours 
per day. 

Location.—Stations loeated in downtown and neighborhood areas used about 
the same percentage of their income for occupancy, advertising, supplies, and 
uniforms and depreciation on eeuipment, and yielded about the same return to 
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the owners. Those located on highways did less volume, had a lower gross 
margin, lower expenses, and earned a larger percentage of net profit than sta- 
tions at either of the other type locations. It was previously shown that 50 
percent of the highway stations were owned by the operators and that expenses 
for that group were lower than the average. 


TaBLe 8.—Operating ratios for stations grouped by geographic location 
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TaBLE 9.—Operating ratios for stations grouped by rate of net profit earned 
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Population.—The figures in table 7 indicate that concerns operating service 
stations in cities of 10,000 population and over have similar operating costs, 
transact close to the same volume, and earn about the same profit. The 
smaller volume and lower expenses shown for operators in cities of under 10,000 
population may be attributed partly to the smaller number of customers among 
local residents and the generally lower costs of doing business in a small town. 
Another factor in these cases appears to be the type of station ownership. 
The major part of the operator-owned stations were located in the small cities, 
whereas most of the leased stations were in cities of 10,000 to 100,000 popula- 
tion. Operator-owned stations had lower than average expenses. 

In any discussion of operating ratios it must be remembered that not all 
businesses conform to the figures shown for a specific group. Some concerns 
will find their own ratios higher or lower than the average depending upon 
individual conditions. Some operators in small towns, with choice locations on 
heavily traveled highways will do better than other operators in the downtown 
sections of large cities. 

Geographic location.—Ratios of service-station operators grouped by their 
regional location’ in the United States are presented in table 8. Concerns sit- 
uated in the Middle and Far West fared better than those in the Northeast and 
South. The southern operator realized the smallest salary, paid out more for 
wages to employees, and earned the lowest net profit of all the groups. The 
majority of the stations in this group had liberal credit policies and sustained 
bad debt losses of 0.2 percent against 0.0 for the other groups. The largest 
percentage of the stations in the Northeast were located in cities of under 
10,000 population—those located in other sections were mainly in cities of 
10,000 to 100,000 population. 

Net-profit groups.—Since everyone in business is out to make a profit, the 
figures in table 9 will prove of particular interest. It will be noted that in 
reading from the unprofitable group to the highest profit group there is a 


_ 


1The States making up each geographic region are listed under the paragraph caption 
Regions in Explanation of Terms given below. 
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steady increase in the percentage of gross margin realized and a steady decline 
in percent of expenses. The most profitable group spent considerably less on 
employees’ wages and occupancy than the others. 

A look at the separate gross margin figures for gasoline and for other mer- 
chandise for each of the four net-profit groups shows how the more successful 
operators were able to raise their overall gross margins. The unprofitable 
operators earned a gross margin of only 16.9 percent on gasoline and 22.3 percent 
on other merchandise. The corresponding margins for operators in groups 
2, 3, and 4 were respectively: 18.9 percent and 29.1 percent; 19 percent and 
33.6 percent; 19.8 percent and 43.3 percent. 


EXPLANATION OF TERMS 


Advertising: Net expenditures for newspaper, direct mail and other forms of 
advertising, exclusive of wages. 

Bad-debt losses: Receivables considered during the year as uncollectible, or 
the reserve set up to cover such losses. 

Cost of goods sold: Opening inventory, plus merchandise purchased (including 
inbound freight and cartage), less closing inventory; after deducting cash dis- 
counts received. 

Depreciation of equipment: Amounts charged during the year to depreciation 
of equipment, tools and fixtures, and on all other items except buildings. 

Downtown location: Main business or commercial section. 

Employees’ wages: Gross payroll of all employees, including amounts withheld 
for income taxes. 

Expense, all other: Miscellaneous expense items such as cost of small tools, 
insurance other than property insurance, professional services, postage; also all 
taxes other than sales, excise, property and Federal and State income taxes. 

Gasoline sales per pump: The figure obtained by dividing gasoline sales only 
by the number of pumps operated. 

Gasoline service station: An establishment primarily engaged in selling gaso- 
line and lubricating oils; which, in some cases, also sells tires, batteries, and 
accessories, and does lubricating, washing and other services and small repairs. 
None of the concerns in this survey operated more than three stations. 

Gross margin: The difference between net sales and cost of goods sold; also 
known as “gross profit on sales.” This is a composite figure, the net reult of 
selling different kinds of goods at varying markups. Cash discounts received, 
where any were earned, were treated as a reduction of cost of goods and an addi- 
tion to gross margin and to net profit. Where concerns in the study used the 
alternate method of considering discounts as “nonoperating income,” an adjust- 
ment was made to put these returns on the other basis. 

Highway location: Outside the city or town limits, principally transient and 
truck trade. 

Inventory turnover: Cost of goods sold divided by average inventory (average 
of opening and closing inventories). A measure of the speed with which the 
retailer is able to reinvest his working capital in merchandising stocks, 

Neighborhood location: In a residential area; may be on the edge of a com- 
munity shopping center. 

Net profit before income taxes: The difference between gross margin and total 
expense ; before deduction for Federal and State income taxes but after allowance 
for owners’ salaries. Profit before taxes is used rather than profit after taxes, 
because only on the former basis are the results of unincorporated enterprises 
comparable with those of corporations. 

Net sales: Gross sales less returns and allowances, excluding sales taxes and 
excise taxes; net after all discounts allowed. 

Net worth: The difference between total assets and total liabilities; in 2 
corporation, the sum of capital stock and surplus. 

Net worth turnover: Annual sales per dollar of net worth ; computed by divid- 
ing net worth at the end of the year into net sales for the year; a measure of the 
activity of the investment in a business. 

Occupancy expense: The expense of occupying a building, whether rented or 
owned. For renters, this item includes rent, utilities and leasehold improve- 
ments; for owners, it includes utilities, property insurance and property taxes, 
building depreciation and interest on mortgage. 

Owners’ compensation: Salaries or drawings of proprietors, partners or offi- 
cers. Where no Salary was listed for the owner or owners on an individual report 
a typical amount for that size concern was deducted from profit and added t0 
















DISTRIBUTION PROBLEMS 201 


total expense before the ratios were computed in order to put all returns on a 


comparable basis. This adjustment threw into the unprofitable class a number 
of concerns which had reported a profit. 


Regions: The following regional groupings were used for this survey: North 
East—New England plus New York, New Jersey, and Pennsylvania; Middle 
West—Illinois, Indiana, Ohio, Michigan, Wisconsin, Minnesota, Iowa, Missouri, 
North Dakota, South Dakota, Nebraska, and Kansas ; South—the Atlantic coastal 
States below New Jersay, plus District of Columbia, West Virginia, Kentucky, 
Tennessee, Alabama, Mississippi, Louisiana, Texas, Oklahoma, and Arkansas; 
Far West—the Rocky Mountain and Pacific coastal States. 

Total expense: The sum of all individual expense items. 

Typical figure or ratio: The median; selected by arranging the amounts in 
a particular group in order of size and taking the amount halfway down the 
list. The median is therefore typical in the sense that half of the reported or 
computed figures in a given group are higher than the median and half are lower. 


Mr. Arnoxp. I would like to ask a followup question now, and this 
is a question calling for your opinion. 

Now, if there is a condition of oversupply in the sense. we have too 
many gasoline stations and that this is being done in part or in whole 
by the major oil companies, do you think that is because of a deliberate 
policy on their part, or do you think it is because of an error in busi- 
ness judgment ? 

In other words, why are they building all these gasoline stations? 

Mr. Hawtey. No; I think it is deliberate. That would be my 
opinion. 

Mr. Arnotp. What do you think is the effect that they are trying 
to achieve by deliberately overbuilding gasoline stations? 

Mr. Hawtey. Well, it is another weapon to keep this margin down 
and, remember, the margin is part of their cost of doing business. 
The first job they have to do is really get their retail price set one way 
or another. They lower that margin to the retailer, and various de- 
vices used to keep that margin low, keeps the cost, their cost, of market- 
ing down. 

t is my feeling that is part of the program. 

Mr. Arnoip. Well, will it not also keep up the volume of gasoline 
moved through the United States and in that sense keep up a large 
wholesale price or a large wholesade profit ? 

Mr. Haw ey. I do not believe it could be said that it is going to keep 
the volume of gasoline up. 


Again, the supply part of it, supply-and-demand economics, takes 
care of that. 

Mr. Roosrvetr. Do you have any more questions? That is a roli- 
call, and I do not want to hold the witness up. 

Mr. Arnoxp. No. 


Mr. Roosevett. Mr. Hawley, thank ap: very much for coming, and 
I think you have given us much to think about and we appreciate your 
presence. You are excused. 


_ The hearing will suspend until the members can answer their names 
‘and come back. 


(The committee resumed after a short recess.) 

Mr. Roosrveur. The committee will be in order, please. 

I want first to put into the record a letter received from Mr. Robert 
W. Murray, attorney of the Sinclair Refining Co., Washington, D. C. 

Dear Mr. Roosevett: The reporter appears to have made an error in recording 


my brief statement before your subcommittee on March 28. I therefore respect- 
fully request that my statement appearing at page 55 of the transcript of hearing 
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from March 28 before Subcommittee No. 5 of the House Small Business Com- 
mittee be corrected to read as follows: 

“We have no questions, Mr. Chairman. However, Mrs. Powell has said some 
things that we would like to look into, and we may want to put a statement in 
the record at some later time in the hearings if that will be permitted.” 

Your consideration in arranging for this correction will be appreciated. 

Sincerely yours, 
Rosert W. Murray. 

By order of the committee, the record will be corrected to read as 
Mr. Murray has requested. 

Mr. John W. Nerlinger. 

Raise your right hand, please. Do you solemnly swear that the 
testimony that you give before this committee will be the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Neruincer. Yes, sir. 


TESTIMONY OF JOHN W. NERLINGER, JR., SECRETARY, NATIONAL 
CONGRESS OF PETROLEUM RETAILERS, INC., AND EXECUTIVE 
SECRETARY, RETAIL GASOLINE DEALERS’ ASSOCIATION OF 
MICHIGAN, INC. 


Mr. Nerurncer. I would like to testify, Mr. Chairman, from a manu- 
script, and I have prepared copies here for the committee. 

My name is John W. Nerlinger, Jr. Iam secretary of the National 
Congress of Petroleum Retailers and executive secretary of the Retail 
Gasoline Dealers’ Association of Michigan, with headquarters at 325 
Farwell Building, Detroit 26, Mich. 

Mr. Chairman and members of the committee, I would like to discuss 
this afternoon the Standard Oil-Detroit case and the points which 
we feel will be of interest to the committee in considering the various 
matters which we have been discussing, and will further testify to, this 
afternoon, dealing with price discrimination in the matters. 

The decision of the Supreme Court in Standard Oil Company 
(Indiana) v. Federal Trade Commission (340 U. S. 231), frequently 
referred to as the Standard-Detroit case, has been at the center of a 
continuing discussion about price-discrimination practices in the 
retail petroleum industry as in other fields of business activity, and 
some discussion of the background and import of this case may be 
of assistance to the committee in its consideration of price-discrimi- 
nation practices engaged in by major oil companies. 

This case originated upon complaints to FTC in 1939 from the 
Retail Gasoline Dealers’ Association of Michigan, and both our State 
and national associations appeared amicus curiae in the proceedings 
before the Commission and on the appeals in the circuit court and 
Supreme Court. 

As executive secretary of the Michigan association during the past 
4 years and as assistant to Mr. Rankin Peck, executive director, during 
the years prior thereto and as secretary of the National Congress of 
Petroleum Retailers since its organization in 1947, I have been con- 
tinuously in touch with this case, in personal contact with the wit- 
nesses and the evidence, and have worked closely with our counsel 
in the preparation of briefs and other documents expressing our posi- 
tion in the matter, and my statement with respect to this case is drawn 
from such experiences and documents. 
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This case is deeply significant for four reasons: 

First, the fact pattern illustrates the most familiar type of price- 
discrimination practice, a pattern of discrimination which is char- 
acteristic of oil-company-operating procedures, and has been used in 
almost every marketing area of the United States. The facts of this 
case illustrate and document the reality of price discrimination and its 
effect upon competition. 

Second, this case was the vehicle wherein the Supreme Court of the 
United States gave effect to a new understanding of the import of the 
“good faith—meeting competition” defense contained in section 2 (b) 
of the Robinson-Patman Act extending such defense from procedural 
to substantive effect, erecting such safeguards, however, as to some- 
what narrow the availability of this defense in comparison to the 
similar defense contained in section 2 of the old Clayton Act. 

Third, the Supreme Court decision in this case, through miscon- 
struction extension and application to different fact patterns, has been 
the excuse for an abandonment of price-discrimination enforcement 
in the retail petroleum industry by the Bureau of Investigation of the 
Federal Trade Commission. 

Fourth, the recognition of meeting competition in good faith as an 
absolute defense by the Court in this case coupled with the other 
restraints narrowing its application, however, has given rise to a 
continuing flood of bills in Congiiies in which the promonopolists have 
sought to extend the import of this defense by knocking down the 
restraints recognized in the Supreme Court decision, and likewise to 
a number of bills proposed by friends of small business which would 
remove the confusion caused by the Supreme Court decision by limit- 
ing the applicability of the defense to cases where competition is not 
injured through the discrimination complained of. 

With respect to No. 1, the pattern of price discrimination : 

The situation which gave rise to our complaints to FTC in 1939 
was that of four so-called wholesaler-retailers obtaining or being 
granted a substantially lower price on gasoline delivered to them by 
Standard Oil Co. of Indiana than the price charged other retailers 
selling products of this supplying company. These favored whole- 
saler-retailers passed along the discriminatory price advantage which 
they secured in widely publicized marketing activities. As a result, 
the approximately 350 other retailers of Standard Oil Co. in the 
Detroit area, together with hundreds of other retailers of other brands 
of gasoline, were obliged to cut their retail prices in order to meet 
the competition of these favored wholesaler-retailers. At that time 
the gross operating margins received by retailers in the Detroit mar- 
keting area were approximately 3 cents a gallon, and the effect of 
meeting the price competition of these favored retailers was to reduce 
such operating margins for other retailers to 114 cents a gallon. 
Since rent retained by the supplier in connection with the sale of its 
products absorbed 1 cent of this margin, these hundreds of retailers 
were réquired to handle and sell gasoline at substantially no com- 
petition. 

_ The hardship and heartache, business failures, and human suffer- 

ing which were imposed on service-station operators in the Detroit 

marketing area by this price-discrimination practice defied descrip- 

tion. Suffice it to say that there were dealers who were obliged to 
65262—55—pt. 1——14 
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move their families into their stations in order to have shelter. There 
were dealers attempting to buy their own stations who lost them for 
the price of the mortgage. 

At that time the Retail Gasoline Dealers’ Association of Michigan, 
Inc., was a struggling organization which had succeeded in securing 
adoption of a State law prohibiting sales of petroleum products below 
cost with intent to injure or destroy competition, but the facts of this 
crisis were not covered by the new State law—since the so-called whole- 
saler-retailers who were receiving the eer ea price- 
discrimination advantage and disrupting the market with it were 
not selling below cost but only passing along what a supplier operat- 
ing across State lines was giving them. In this crisis our association 
looked to the Robinson-Patman Act and to the Federal Trade Com- 
mission for relief and redress of these conditions. 

With respect to No. 2, significance of the Supreme Court decision : 

Members of this committee are, of course, familiar with the action 
of the Federal Trade Commission, its findings and cease-and-desist 
order on our complaint, and of the action of the circuit court in sus- 
taining same, and of the Supreme Court, in a 5-to-3 decision, in 
reversing the circuit court and remanding the case for further pro- 
ceedings in accordance with its holding that the “good faith—meeting 
competition” defense contained in section 2 (b) of the Robinson- 
Patman Act is substantive in character. 

The Supreme Court’s opinion made new law with respect to this 
defense. Based on the legislative history of the Robinson-Patman 
Act, the section 2 (b) proviso had been generally considered pro- 


cedural in character and subject to being outweighed by a showing of 
substantial injury to competition. The Secidicn of the Supreme Court 
had the effect of establishing a new absolute exception to the statutory 
prohibition of price discrimination. It removed —_ of the protection 


against price discrimination practices which had previously been 
believed to exist, and whch the legislative history shows Congress 
intended to provide. 

The Court appeared to feel that the position it took would result 
in more rugged competition and lower prices to consumers. But 
the plain economic hans have been at sharp variance with this 
assumption. 

In practice, price discrimination results in a large seller being able 
to destroy its competitors or retailers through price discrimination 
to a few customers, while at the same time gouging the public with 
a generally high price level. In the retail petroleum industry, price 
discrimination means the crushing of retailers through a temporary 
price reduction to a favored dealer as a prelude to raising wholesale 
prices to all. A few consumers benefit for a little while, and all 
consumers pay a higher price in the end. 

With respect to No. 3, enlargement of the Supreme Court decision 
by FTC Bureau of Investigation: 

Notwithstanding that the Supreme Court decision established a 
new substantive defense to price discrimination practices, it limited 
the application of this defense to cases where the lower price was 
granted to retain a customer and where such discrimination was in 
actual or primary competition—as distinguished from competition 
which is secondary or remote. However, during the past year the 
Bureau of Investigation of the Federal Trade Commission has 
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extended and enlarged the application of this decision so as to decline 
investigation in all cases where a major oil company has reduced its 
price to one or a few retailers to meet competition. 

Investigation has been refused without respect to whether or not 
such price reduction was to retain the retailer as a customer. In 
most instances, of course, this requirement of the aren Court 
decision could not be met since the retailer receiving the favored price 
was bound to the supplier by lease and dealer agreement and had no 
place else to go. 

The Commission’s Bureau of Investigation has undertaken to shift 
the responsibility for its refusal to investigate in such cases either to 
the Commission itself, which it says has failed to issue complaints 
on the investigations previously conducted, or to the Department of 
Justice whose investigation of the oil industry is offered as a reason 
for FTC keeping hands off. 

The effect has been to deny redress against oppressive price-dis- 
crimination practices to hundreds and thousands of retailers who have 
been damaged thereby. The faith which these men had in the Robin- 
son-Patman Act and in the Federal Trade Commission has been 
shattered. 

With respect to No. 4, the bills presented to Congress: 

The step in the wrong direction taken by the Supreme Court in the 
Standard-Detroit decision has been the incentive for many bills ask- 
ing Congress to run a mile the same way. You gentlemen are fa- 
miliar with the welter of proposals which have sought in the words 
of their sponsors “to enact the re Court decision into statutory 
law,” but which have really sought to vastly enlarge and extend it. 
We are deeply thankful none of those bills has become law. 

The harm aaa by the Supreme Court decision and the confusion 
resulting from it, the seeming paralysis of enforcement in the Fed- 
eral Trade Commission and the mounting injuries to competition not 
only in our industry, but to small business enterprises of almost every 
kind and description, have prompted the presentation of some very 
good bills to correct these abuses and remove the confusion. We, of 
course, heartily endorse the equality of opportunity bills, H. 11 and 
S. 11, new before the Congress, and their purpose to limit application 
of the “good faith—meeting competition” defense to cases where 
there is no substantial injury to competition. 

Conclusion: Of all small business groups, service-station operators 
are probably the most susceptible to destruction through price dis- 
crimination practices. The similarity of the products handled and 
slight differentials between major brands of gasoline, the mobility of 
our customers, and our small operating margins, all magnify any 
disruption or disturbance caused by price discrimination. If the dis- 
crimination granted is substantial, hundreds of dealers are almost in- 
stantaneously affected and gravely injured. 

It is thus natural that our members should have the greatest con- 
cern for prevention of price discrimination practices, for effective 
legislative prohibition of such practices and for effective enforcement 
of such prohibition. The Standard-Detroit case illustrates the need 
for protection, the extent of the injury and the direction which pro- 
tective measures can take. 

It is my conviction based on our experience in this case and on the 
experience of our affiliated associations and of dealers across the coun- 
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try in many other cases of price discrimination, that a substantial 
improvement in the condition of our members and of people in the 
retail petroleum business could be accomplished through legislation 
which truly prohibits price discrimination practices, and the enforce- 
ment of such laws by an agency deeply and truly concerned with the 
welfare and preservation of small business. 

Mr. Roosevecr. Well, thank you very much, Mr. Nerlinger. I 
think that you also made a very constructive presentation and brought 
some very important things to the attention of the committee. I 
would like to ask, as a matter of interest, for the record, if you have 
the date of the original complaint to the FTC, It was in 1939, is 
that right? 

Mr. Nerutncer. Yes, sir. 

Mr. Roosevetr. And the decision was handed down by the Supreme 
Court in 

Mr. Neruineer. In 1951, 

Mr. Roosrvett. Well, roughly a period of some 12 years of liti- 
gation ? 

Mr. Neruinerr. Yes, sir. 

Mr. Roosrvetr. I only mention it to point out the difficulties that 
small business people have in carrying on and getting redress under 
our present system when it takes so long to get a final decision. 

Mr. Nerurncer. And I might add, sir, that that is not all of the 
story. 

Following the Supreme Court decision, when the case was remanded 
to the Federal Trade Commission for a finding on the “faith issue,” 
the Commission took another—well, they took until 1953, I believe it 
was, to determine that there had been no good faith on the part of 
the Standard Oil Company of Indiana in the particular case, and they 
reissued their cease and desist order. 

Following that, the Standard Oil Co. appealed for a rehearing 
before the Commission, and, of course, during this period, the former 
Democratic majority of the Commission ceased and we had a Repub- 
lican majority, and apparently the respondent company felt that 
possibly the change in personnel might affect the decision of the 
Commission as to whether or not there actually had been good faith. 

However, the Commission recently—in fact, this year, early this 
year—ruled that they would not reopen cases decided by preceding 
majorities simply because of change of personnel on the Commission. 

Now, the Standard Oil Co. has appealed back to the Seventh Cir- 
cuit Court of Appeals in Chicago, asking that the Federal Trade 
Commission cease and desist order be set aside. So, actually, we have 
had 16 years of litigation on the matter, and the case is not finally 
settled yet. 

Mr. Roosrverr. On the bottom of page 5, the last paragraph, and 
on the top of page 6, this matter has come up previously, but I want 
to make something clear. You say that— 





The Commission’s Bureau of Investigation has undertaken to shift the respon- 
sibility for its refusal to investigate in such cases either to the Commission 
itself, which it says has failed to issue complaints on the investigations previously 
conducted, or to the Department of Justice, whose investigation of the oil 
industry is offered as a reason for FTC keeping hands off. 


To what investigation is that reference made? 
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Mr. Neruincer. Well, we have three specific cases, Mr. Chairman. 
T understand Mr. Snow is going to touch on that when he follows me, 
where we have complained to the Federal Trade Commission relative 
to alleged discrimination practices being in violation of the Robinson- 
Patman Act. We have not had any response which would be of a 
favorable nature. 

We were told by Mr. Babcock on one case, which Mr. Snow will 

resent you evidence on, that there would not be any use of investagat- 
ing the case anyway, because the Commission, based upon previous 
experience, would not issue a complaint anyway, and then again, in a 
case involving a complaint filed in Cleveland, which I believe Mr. 
Crasente mentioned here last evening, the man in charge of the Fed- 
eral Trade Commission’s Cleveland office, I understood, told the Cleve- 
land dealers who were complaining of discrimination that they could 
not take any action, simply because it would interfere with an investi- 
gation presently being conducted by the Department of Justice. 

Mr. Roosevettr. My question is: Do you Ehow of any Department 
of Justice investigation ? 

Mr. Neruincer. No, sir. 

In fact, Mr. Snow and myself, when we were in Washington in 
January of this year, went to see Mr. Stanley Barnes, the Assistant 
Attorney General of the Antitrust Division; and we asked, during our 
conference, whether there was such an investigation underway, and 
it was my understanding in our confernce that Mr. Barnes said no, 
that there was not; so it leaves us at a loss to understand the statements 
made by the Federal Trade Commission’s Bureau of Investigation. 

Mr. Roosrvetr. I see. That is what I wanted to get straight. 

Now, my last question : 

You endorse the so-called equality of opportunity bills, particularly 
H. R. 11. 

In your opinion, is the wording of that proposed legislation suffi- 
cient to provide the necessary machinery which, if endorsed, would 
cure the price-discrimination business? 

Mr. Neruincer. Well, sir, in answering that question, I know Mr. 
Faxlanger raised that point last evening, and there has been some 
discussion as to whether or not the proposals in the House and the 
Senate, which are the same, as I understand it, might not still leave 
a loophole inasmuch as it. refers to— 

It shall be a complete defense to a charge of price discrimination for a seller 
to show. 

The words “complete defense,” I believe, is what Mr. Faxlanger is 
referring to. Now, of course, I believe our counsel would be in a 
better position to answer that than I would. I believe that adoption 
of Senate bill 11—or House bill 11 would certainly go a long way in 
strengthening the law over and above what it is now and repairing 
the damage that was done as a result of the Supreme Court decision 
in the Standard Oil case. 

Whether it might still be improved slightly by a change in a few 
words, I think is probably answered by our counsel. 

Mr. Roosrvett. Well, however, as Secretary of the National Con- 
gress, I would like to make the suggestion to you that you carefully 
examine that proposed legislation and that you make available to the 
committee any changes that you think would make it more effective. 
The committee would be interested in having it. 
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Mr. Nerurneer. I certainly will do that. 

We do heartily endorse the bills as they are presently written. 

Mr. Roosrvetr. Mr. Steed. 

Mr. Sreep. Could you give, very briefly, just how H. R. 11 would 
operate to help this situation, if it is enacted into law? 

Mr. Neruincer. Well, in my opinion, Mr. Steed, it would write 
back into the law the original intent of Congress. 

We have studied the reports of the conference committees, the House 
and the Senate, that met following the adoption of two slightly dif- 
ferent pieces of legislation, back in 1936, and it’s very clear that the 
intent of Congress was to prevent the destruction of competition as 
a result of price discriminations. 

In our opinion, the adoption of House bill 11, or Senate bill 11 
would write back teeth into the law, which would still allow the good 
faith granting of a discriminatory price to be procedurally intro- 
duced, but it would make it dependent upon—it would not be a com- 

lete defense because, if competition were substantially injured or 
leazetied, then it would simply be procedural in nature and it still 
would not preclude the Commission from enforcing a cease and desist 
order from the respondent company. 

Mr. Steep. Well, do you think that under the law, if it is endorsed 
the way you interpret it, that the situation where you complain of 
here, where the wholesaler-retailer price advantages were granted, 
could exist ? 

Mr. Neruincer. I think that the condition would be largely cured, 
Mr. Steed, as far as the complaints which result as a result of the 
price-discrimination aspect of the marketing problem ; yes, sir. 

Mr. Srerp. That is all. 

Mr. Roosevett. Mr. Sheehan. 

Mr. Sueenan. Mr. Nerlinger, as I understand it, you are secretary 
of the National Congress of Petroleum Retailers. Is that a national 
organization ? 

Mr. Nerurncer. Yes, sir; that is right. 

Mr. SHEEHAN. Just as a matter of information, and for my own 
particular interest in trade-association activities, how many members 
do you have? 

Mr. Nerurncer. Well, as I said yesterday, sir, we are an. association 
of associations. In other words, we represent approximately 76 retail 
gasoline dealer associations across the country, and they are affiliated 
with the National Congress of Petroleum Retailers. 

Mr. SuHeenan. Well, what I am trying to get at specifically is that 
we have heard the figure of 200,000 filling stations kicked around 
here, and I am just wondering how many out of those 200,000 are 
members of the group. 

Mr. Nerurncer. I see. 

I would estimate, Mr. Sheehan, that our affiliated associations rep- 
resent probably between thirty and thirty-five thousand dealers. 

Mr. SueeHan. But you have no exact figures? 

Mr. Nerurncer. No, sir. 

Mr. SueeHan. Could you submit that for the record? 

Mr. Nerurncer. Yes; I believe we could. 

The reason I don’t have them is that we are not an association of 
individual members; we are an association of affiliated organizations. 

Mr. Roosrver. Specifically, would you be willing to write to your 
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affiliated associations and compile from them the total number that 
you represent ? 

Mr. Nerurncer. Yes, sir; surely. 

Mr. SHeenan. I might say, just as a matter of opinion, and as one 
who has been very active in trade association work, I find that fellows 
like yourself do an awful lot of work and put forth a lot of effort for 
a lot of fellows who take very little interest in the fact that you are 
fighting their battle. The mere fact that you estimate thirty to thirty- 
five thousand pay attention to trade association work just shows that 
very few people do the work for them. 

Mr. Nerurncer. Well, sir, I think that may be true of our associa- 
tion,.or lodges, or churches, or otherwise. 

However, in our particular instance I would want to point out that 
why we don’t have more members is because of the tremendous per- 
centage of turnover in our business, Practically as fast as a dealer 
joins there is another one going out, which immediately reduces the 
total numbers. 

Mr. Sueenan. Mr. Chairman, I would like to suggest to you that 
we have heard several times during the course of the last couple of 
days the outlook of the Federal Trade Commission on these particular 
issues, and I think maybe we ought to ask that some member of the 
Federal Trade Commission or the Attorney General’s staff appear 
before us to give us their particular viewpoints on that. 

Mr. Roosrvert. If it is agreeable to the members of the committee, 
we will instruct counsel to send copies of the transcript to the Federal 
Trade Commission and ask them to refer it to the proper individual 
and say that at a later time we will request their presence before the 
committee to discuss the matter further. 

Mr. Arnotp. I will do that, and I would like the record to show 
also that the subcommittee has sent a letter to the Federal Trade 
Commission about a week prior to the hearing, inviting them, of 
course, to be present, and since that time we have been in contact 
by telephone with the Federal Trade Commission, so that they have 
the advantage of attending the hearings and, of course, we also send 
them the transcript, so that they can go over that. 

Mr. SHeeHan. Because we have heard quite a few viewpoints 
here of their opinion. We want to find out officially what their 
opinion is. 

Mr. Roosevett. Are there any further questions? 

Mr. Arnoxp. No questions. 

Mr. Roosrvetr. Thank you very much. 

Mr. Albert Hudson. 

Raise your right hand, please, sir. 

Do you solemnly swear that the evidence you will present before 
the committee'is the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Hupson. I do. 


TESTIMONY OF ALBERT F. HUDSON, MIAMI, FLA. 


Mr. Roosevetr. Will you give your name and affiliation and address 
to the reporter, and then you may proceed. 

Mr. Hupson. I am Albert F. Hudson. I live in Miami, Fla., 2960 
Oak Avenue. My business location is 3001 Grand Avenue. 
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On April 1, 1950, I purchased equipment and inventory of a Sinclair 
service station and its attendant lease. This was negotiated in the 
presence of a Sinclair representative, both during the negotiation and 
at the time of closing. 

I paid $20,000 for the business, and the company representative 
thought that was a fair price. 

I have operated for 5 years and, at the time of purchase, I was 
given to understand that there would be no trouble about a, lease, 
that they could not give longer than a year-to-year lease, but I would 
not have anything to worry about; it would be renewed annually, 
and they referred to the fact that the previous operator had been 
there for 15 years. 

I had not been in business very long, nothing was mentioned about 
TBA items at the time this deal was going on, but within a matter 
of a few months I learned that I could not sell anything except 
Sinclair products, and they also added TBA list of Goodyear and 
various other products that I had to sell, and had to be purchased 
through them. 

I could not go along with them, and we have been in more or 
less argument about it from time to time, but we always smoothed 
it over and I would buy some more Goodyear stuff and get along 
fairly quiet and things went quite well until this past year, when my 
special friend up there, who I always discussed my troubles with, left 
the employ of the company. I realized that I was in hot water with 
them because every time this subject would come up they would 
make certain threats that if I did not sell it, they were going to 
raise the rent or would not renew the lease, and so forth. 

They would not make the statements in the presence of witnesses, 
they would always have you in a private office, and so forth. 

They never did give an indication that the lease was going to be 
canceled until I found a purchaser. When I realized that I was 
on the skids, I found a purchaser who was willing to buy the business 
at the same price that I paid for it 5 years earlier, and I tried to 
make an appointment with the Sinclair representative to negotiate 
the lease and deal in their presence, as it was done when I pur- 
chased it. 

He made an appointment and came to my place and talked to 
me, saying that my lease would be canceled and that I could not 
sel] a He would not even negotiate with the proposed purchasers 
at all. 

The gentleman who talked to me at this time was the new man- 
ager who had replaced the one that I knew, and he would not give 
= any satisfaction, or rather no reason at all for canceling the 
ease. 

As soon as I realized that the lease was going to be canceled, I 
contacted my attorney and through his efforts we have tried to ne- 
gotiate with Sinclair from the local office clear up to the New York 
office, and to this dey I haven’t had a word except a registered letter 
notifying me that the lease was canceled. They haven’t attempted 
to negotiate a bit. 

As a result, I have had to dispose of my holdings that I was offered 
$20,000 for some 90 days before the expiration of the lease, and I have 
had to sacrifice it for approximately $2,000. 

And that is my story, gentlemen. 
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Mr. Rooseveur. Well, Mr. Hudson, could you clear up a number 
of points for me? 

No. 1, when these threats that were made to you, what was the 
basis and the background for them? What were the complaints of 
the company ? 

Mr. Hupson. Well, when the company representatives would come 
into the station and see a product on the shelf that I didn’t buy 
through their TBA representative. 

Mr. Roosevett. Did you ever enter into a contract or lease on the 
TBA items? 

Mr. Hupson. No, sir. 

Mr. Roosevetr. At any time? 

M#. Hopson. At no time. 

Mr. Roosevett. Did you ever purchase any of the Goodyear items 
direct from Goodyear instead of through Sinclair? 

Mr. Hupson. No, sir. I have through other dealers than Sinclair, 
but not directly from the Goodyear local office. 

Mr. Roosrverr. Was there ever anything besides a verbal state- 


ment to you that you must buy them, buy the Goodyear products, 
through Sinclair 


Mr. Hupson. Never. 

Mr. Roosrvett. All verbal ? 

Mr. Hupson. All verbal. 

Mr. Roosrvetr. And never in front of any witnesses ? 

Mr. Hupson. On one occasion; yes, sir. One employee heard quite 
an argument over that matter. One of my employees, and also one 
of his employees. 

Mr. Roosrvetr. Were you, as a matter of interest to the committee, 
able to make money in your station ? 

Mr. Hupson. Yes, sir. I will qualify that by saying, though, that 
I would not have if I had bought the TBA items that they suggested. 
I could get them 20 to 25 percent cheaper through other dealers. 

Mr. Roosrvett. Similar items? 

Mr. Hupson. Similar items; yes, sir. Tires, tubes, batteries, and 
so forth. 

Mr. Roosrvett. But not the same make? 

Mr. Hupson. Not the same make, but similar items. 

Mr. Roosrvetr. Have you had any experience at all with the so- 
called price wars? 

Mr. Hupson. Yes, sir; we have them 2 or 3 times a year down there. 
We seem to come out on the losing end always, but that has not been 
our particular fight. 

Mr. Roosevetr. During those price wars, is the pressure put on you 
to go along, as has been testified here—I don’t know whether you were 
present or not. 

Mr. Hupson. No, sir; in our little area of Miami it is kind of off the 
beaten path in Cocoanut Grove, and there are a number of stations 
there that we more or less stick together, and the price war did not 
affect us too much. Where normally they get a 3- to 314-cent margin, 
we usually try to get 4 to 5, because most of our business is charge 
accounts to the local merchants, and it necessitates bookkeeping and 
so forth. 

Mr. Roosrvett. Now, what you are saying is that you were allowed 
to charge a higher retail price than was general in the Miami area? 
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Mr. Hupson. I never have had a great deal of trouble with them on 
prices. Sometimes they would suggest that I was a couple of cents a 
gallon too high, but they did not make an issue of it. 

Mr. Roosrvetr. In other words, you pretty well set your own price? 

Mr. Hupson. Yes, sir. 

Mr. Roosrvett. Mr. Steed. 

Mr. Steep. You said you paid $20,000 for this station. What did 
you buy with that $20,000? 

Mr. Hupson. Well, it was a 3-pump service station with a small 
garage, about I would say 25 by 40 feet, sufficient for 2 mechanics, 
and it was a complete setup for the garage, all the necessary testing 
instruments with a more or less complete stock of automobile a 
for a small garage, and a good stock of tires and tubes, and so forth. 

Mr. Sreep. Did you consider that any of this $20,000 was for the 
goodwill or going concern value of the place? 

Mr. Hupson. No, sir; because I knew the person that sold it to me 
and I examined his stock quite well, and in fact, I traded with him 
for a number of years before I bought it, and I was familiar with the 
stock. 

Mr. Steep. You assume, then, that you got inventory value for the 
$20,000 ? 

Mr. Hupson. Yes, sir. 

Mr. Streep. Do you know the name of the company representative 
with whom you were dealing when your lease was canceled ? 

Mr. Hupson. Yes, sir; a Mr. Gill, the first time I had ever seen him. 

Mr. Strep. Do you know his initials? 

Mr. Hupson. No, sir; I don’t. 

Mr. Streep. Do you know his title? 

Mr. Hupson. He is the Miami manager for the local station. 

Mr. Sueenan. In this relationship of the TBA items you represent 
Sinclair and they want you to buy, for instance, Goodyear items, is 
that the idea? 

Mr. Hupson. Goodyear, among a number of others; yes, sir. 

Mr. SueeHan. How do they handle that? Who do you give your 
order to for these TBA items? 

Mr. Hupson. They set up a TBA dealer that also has a service sta- 
tion, but he is their wholesale account for these TBA items. 

Mr. SHeeHan. Then you bought from the dealer? 

Mr. Hupson. Yes, sir. 

Mr. SuHrenan. Who invoiced for this merchandise? 

Mr. Hupson. The dealer from whom it was bought. 

Mr. SHeEeHAN. Do you know whether Sinclair gets any brokerage 
or percentage or anything out of that ? 

Mr. Hupson. They have said they did; yes, sir. 

Mr. SHeeHan. Who is “they”? 

Mr. Hupson. Well, the Miami manager before Mr. Gill was Mr. 
George Frix. He admitted freely he made a profit on it. 

Mr. Roosrveir. If I may interrupt for a moment, that is in the 
record in the debate regarding the disposal of rubber plants. There 
is a statement in there from Binclair that they do have such an ar- 
rangement. 

Mr. SuerHAn. You also mentioned now that you learned that you 
could not buy from anyone else without mentioning any specific names. 
How did you learn this? 
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Mr. Hupson. Through the local salesmen that call on you 2 or 3 
times a week. 

Mr. SueeHan. What connection does he have with Sinclair, out- 
side of being a salesman? Has he any official capacity in the firm? 

Mr. Hupson. No, sir; just a salesman. 

Mr. SuHeeHan. Do you know, within your own knowledge, whether 
or not he was acting under orders from the company, or was he just 
trying to get sales of his own volition? 

Mr. Hupson. Well, I know from my own knowledge in this way: 
There were times that certain repairs were needed on the propert 
and I would try to get them done, and this salesman would say, “Well, 
if you get right on this Goodyear deal, we will fix you up on it.” 

And Mr. George Frix had said numerous times that they were de- 
— on the profit from these TBA items to help carry on the 

usiness. 

Mr. Sueenan. Mr. Chairman, I think maybe that is one of the 
things we could also investigate. If they are making these state- 
ments we ought to find out just what proportion of these profits come 
from these so-called commissions or however they get paid for these 
TBA items, to see whether or not that amounts to a very substantial 
part of the profits of these major oil companies. 

Mr. Roosevetr. That is a very good idea. 

Mr. SuHeeHan. You mentioned on several instances that they made 
threats on cancellation of your lease. Now, again I am trying to just 
be specific for the purpose of the record to find out who the “they” 
are. Were they the salesmen calling on you? 

Mr. Hupson. No, the salesman was present at the time Mr. Gill no- 
tified me that my lease was being canceled and I would not have any- 
thing to sell. 

Mr. SuHeewan. I see. Now, after a while you stated you had a buyer 
who was willing to purchase your equipment and everything that was 
there. Just how did the company treat this? Did you try to bring 
them together with any company officials of Sinclair? 

Mr. Hupson. Yes, sir. First, an employee of mine who knew that I 
wanted to sell out interested some friends in New Jersey who came 
down, and after a couple of weeks of negotiation we were ready to go 
to deal, and then we contacted Mr. Gill’s office, who was the Miami 
manager, my immediate superior, and he made an appointment for 10 
the next morning. 

Mr. SHeenan. In Mr. Gill’s office? 

Mr. Hupson. No, in my place. 

The proposed purchasers were there, but they were not present when 
I told Mr. Gill that I had purchasers and was ready to sell out and I 
would like for him to confirm the deal so that we could go ahead and 
make the transaction. As I say, it was the first time I had ever seen 
him. He was brand new in that particular office, anyhow. 

He went across the street, supposedly to use the telephone, and it 
was immediately after this telephone conversation that he said, “You 
can’t sell out. Your lease is being canceled.” 

Mr. SureenHan. And, therefore, they would not negotiate with you 
and your prospective buyer ? 

Mr. Hupson. No, sir. 

Mr. Sueenan. Did you try to appeal above his authority by writing 
or contacting anybody in authority higher at Sinclair? 
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Mr. Hupson. Yes, sir; my attorney wrote letters for me to the south 
Florida manager and to the district office in Atlanta and to the previ- 
dent of the company in New York. 


Mr. SHEEHAN. Did you get any place with them ? 
Mr. Hupson. No, sir; not directly. 
Mr. Roosrverr. Mr. Hudson, would you mind if I asked your at- 


torney if he would identify himself for the committee ? 
Mr. Tueep. Yes, Clement L. Theed. 
I will be glad to testify and read this into the record, if it would help. 
Mr. SHEEHAN. I would say offhand if you would just submit those 


letters for the record, that it will make our record complete and we 
will then have the evidence. 


That is all, Mr. Chairman. 
(The letters referred to are as follows:) 


JANUARY 19, 1955. 
Re Al Hudson’s Service Station, Coconut Grove, Fla. 
Mr. D. M. HIts, 
Southeastern District Manager, 
Sinclair Refining Co., 
Atlanta, Ga. 


Dear Mr. Hitts: As of December 20, 1954, a rather lengthy letter was for- 
warded to New York, Atlanta, and the Miami offices of your organization in refer- 
ence to a verbial notification that Mr. Hudson’s lease would not be extended after 
the current term. 

Mr. Hoar of the New York office advised me as of the 22d of December, that 
their letter was being specifically referred to you in Atlanta, and I am sure that 
by the time this letter was transferred from New York and the original letter 
from this office, your attention has been called to this matter. 

I have had no direct response to my letter other than a conversation with Mr. 
Fisher in Miami, who indicated that the rumored termination was correct, and 
they have no intention of any further negotiations with Mr. Hudson as far as 
continuing him in the location; but further indicated that they would cooperate 
in every way in the disposition of his personal property and equipment now 
installed on the premises. 

I trust by this time you have had an opportunity to check into the matter, 
confer with the proper people in the local area here, and should be in a position 
to give me some definite answer in reference to our requests as to whether or 
not this is a firm decision, and whether or not Mr. Hudson would receive any con- 
sideration whatsoever, as the matter was brought to a conclusion. 

It will be considerably to Mr. Hudson’s advantage to have some definite, posi- 
tive action in order that he, may negotiate his. own. affairs and look forward to 
the final disposition of his interests if there is no opportunity or hope of negotia- 
ting further. 

Inasmuch as Mr. Fisher made an issue of the fact that they had given Mr. 
Hudson more than the usual notice; none of it has been official as far as we are 
concerned; and the intention to terminate, is still by word of mouth and tele- 
phone conversation. 

Would you please use herewith, your every effort to bring this matter to a 
definite conclusion and advise Mr. Hudson direct or this office. 

Thanking you for your courtesy and cooperation in this matter, I am, 

Yours very truly, 
CLEMENT L. THEED. 


mas tees 


JANUARY 24, 1955. 


Re Al Hudson’s Service Station, Coconut Grove, Fla. 
SINCLAIR REFINING Co., 
Atlanta 3, Ga. 
(Attention of D. M. Hills.) 


Dear Mr. Hitits: Thank you so much for your immediate answer to my letter 
of January 19, and I am sure that this letter answers everything in the way of 
questions that Mr. Hudson had in mind; as it is certainly terse and to the point, 








DISTRIBUTION PROBLEMS 215 













and should certainly satisfy him as to where he stands in reference to Sinclair 
Refining Co. 


Yours very truly, 






CLEMENT L, THEED. 





SINcLAIR REFINING Co., 


New York, N. Y., December 22, 1954. 
Mr. CLEMENT L, THEED, THEED & THEED, 


Coconut Grove, Miamia, Fla. 

Dear Mr. THEED: Your letter of December 20 has been referred to this office 
by Mr. P. C. Spencer. 

All of our marketing facilities and activities in Florida are under the direct 
management of Mr. D. M. Hills, southeastern district manager, 573 West Peach- 
tree Street NE., Atlanta, Ga. 

We are forwarding your letter to Mr. Hills in today’s mail and have requested 
him to expedite whatever action he deems appropriate. 

Yours very truly, 













L. J. Hoar. 









SrncLtarr REFINING Co., 
Atlanta, Ga., January 21, 1955. 
Re Al Hudson’s Service Station, Coconut Grove, Fla. 
Mr. CLEMENT L. THEED, THEED & THEED, 
Attorneys at Law, Coconut Grove, Miami, Fla. 

Dear Mr. THEED: This will acknowledge and reply to your subject letters of 
December 20, 1954, and January 19, 1955. 

We hereby disclaim all responsibility for assisting Mr. Hudson in the disposi- 
tion of his personal property and equipment located on these leased premises. 

While the terms of our lease with Mr. A. F. Hudson on our service station 
premises at 3001 Grand Avenue, Coconut Grove, Fla., do not require written 
notice of cancellation until 30 days prior to March 31, 1955, we, promptly, shall 


send Mr. Hudson notice of cancellation by “registered mail—return receipt re- 
quested.” 


Yours very truly, 















D. M. Hits. 








MriaMI, Fra., January 25, 1955. 
Mr. ALBERT EF. Hupson, 


Coconut Grove, Miami, Fla. 


Dear Srr: You are hereby notified and advised that, in accordance with the 
option and privilege granted the undersigned, Sinclair Refining Co., under the 
terms of those certain instruments hereinafter. described, entered into by and 
between you and the undersigned, relating to your leasing of the premises and 
service station situate at 3001 Grand Avenue, Coconut Grove, Miami, Fla., and 
the purchasing of petroleum products, Sinclair Refining Co., elects to and does 
hereby terminate and cancel said agreements, effective on and as of the expiration 
of the 1 year term thereof, ending March 31, 1955, as follows: 

(1) Station lease, form 1601—A, dated April 1, 1950. 
(2) Refined oil sales agreement—dealer, dated April 1, 1950. 
(3) Sales contract, automotive oils, greases, and lubricants, form 2394, 
dated April 1, 1950. 
and you are requested to vacate and deliver up the leased improvements, facili- 
ties, and equipment to the undersigned, at or prior to midnight, March 31, 1955. 
Yours very truly, 































SrnctarrR REFINING Co., 
F. J. FisHer, 
Area Manager, Southern Florida. 











DECEMBER 20, 1954. 

GENTLEMEN: My client, Albert F. Hudson, who is currently operating the 
Sinclair station at 3001 Grand Avenue, Coconut Grove, Fla., has just advised 
me that he has received information by phone that his contract with Sinclair will 
terminate as of the termination date of his current lease in March of 1955. 
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The information further discloses that the association will be terminated, the 
property in question remodeled, and the business broken into two divisions, 
filling station and garage, and that Mr. Hudson will not be considered in any 
capacity in either of these endeavors. It was further explained that the main 
purpose for this is a desire to increase the rental income from the property from 
the current gallonage basis to a monthly rate of $450. 

Under the circumstances, and in view of the fact that Mr. Hudson has operated 
this station since March of 1950 with no apparent disagreements with the com- 
pany, it seems that this decision is sudden, unfair, and makes no provisions for 
the continuance of any business relations between the parties involved. The 
Sinclair organization is aware, or should be aware, of the fact that they stood 
by and received the greater bulk of the money that Mr. Hudson paid when he 
entered and acquired the station in 1950, in the full sum of $20,000, and Sinclair 
received the bulk thereof, apparently in satisfaction of debts against the previous 
operator. Under the circumstances, I wonder if the parent company is aware 
of the fact that, without notice and with no apparent justification, their con- 
templated action is reducing Mr. Hudson’s investment to practically no value 
whatsoever, and it appears that the Sinclair interests have no intention of 
including Mr, Hudson in any of their future planning for this site. 

Having represented Mr. Hudson at the time of acquiring the Snowden interest 
and taking possession of the premises, he was, to my knowledge, assured that, 
while they would only enter into annual leases, there would be no question of 
renewal from year to year as long as relationships were satisfactory, and to 
date there has been no indication of any dissatisfaction on the part of your 
company. 

If the facts above related correctly portray the intentions of the Sinclair 
interests, it would appear that they are completely ignoring the individual who 
has carried the station for the past 4 years, and are, on such short notice of a 
little more than 90 days, indicating to Mr. Hudson that he can throw his invest- 
ment out of the window without hope or promise of any redress, or hope of 
continuing any connection with the company. 

It would be greatly appreciated if this proposed situation can be confirmed or 
denied, or at any rate, somewhat clarifivd in order to give Mr. Hudson some 
prepz:ration and notice of his status as to the future program, 

If Mr. Hudson is not being considered as a potential operator of either or both 
of the new businesses to be conducted on the site, will there be any inclination 
on the part of Sinclair interests to aid him or cooperate with him in the dis- 
position of his equipment, accessories, and supplies that he now has on hand, 
since Mr. Hvrdson has a completely equipped garage department as well as con- 
siderable office equipment peculiarly suited for filling-station business? Will the 
company consider including Mr. Hudson in any negotiations with the new opera- 
tors so that he may be at a better advantage to salvage his investment when his 
term expires? The local Miami representative indicated that Mr. Hudson would 
not be considered in any respect, and had no adequate solution or suggestion to 
make other than the terse statement that he would be out of business at the close 
of his present lease and the business would be closed and the proposed improve- 
ment program entered into. 

The disheartening and discouraging feature of this situation is that about 10 
days ago Mr. Hudson negotiated a bona fide sale of his interest in this station 
for £20,000 cash, showing that the so-called station and business was still of the 
same value as when Mr. Hudson acquired it; and that the business is not run 
down. However, when Mr. Gill was contacted in order to acquaint the proposed 
purchaser with the new area manager and learn some of the general policies of 
the company, Mr. Gill advised that Mr. Hudson was wasting his efforts, and that 
they had nothing to discuss, and that insofar as Sinclair was concerned, Mr. 
Hudson had nothing to sell, and that they were not in any position, and would 
oe with any prospective purchaser with whom Mr. Hudson was doing 

usiness. 

I am sure this does not reflect the policy nor the attitude of the company, and 
believe that Mr. Hudson is due the courtesy of a full explanation of the program, 
and at least equal opportunity to interest himself in any proposed move. 

I would appreciate it very much if we could get as much information on this 
matter as to policy and future intentions as you feel it is proper to give under 
the circumstances. 

Thanking you for your courtesy in an early reply, I am, 

Very truly yours, 


CLEMENT L. THEED. 
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Mr. Sreep. Mr. Hudson, these people that you had a deal to sell 
out to, was anything said to them about if they got the station that 
they might be required to handle TBA items dictated by Sinclair? 

Mr. Hupson. No, sir. They knew, though, that I was in trouble 
with Sinclair about that and, after this proposed deal fell through, 
the same gentleman wanted to know if I would object if they went 
direct!y to Sinclair in trying to get the property, and then if they 
could they would, in turn, buy my supplies and so forth, but nothing 
ever came of it. They say they could not ever get in contact with 
them, 

Mr. Sreep. Did somebody else finally get a lease on the station ? 

Mr. Hupson. Not tomy knowledge. My lease does not expire until 
tomorrow. I check out with Sinclair tomorrow afternoon at 5 o’clock. 

Mr. Roosevett. What do you mean exactly by “checking out”? 
What do you do? 

Mr. Hunson. I still have a couple of thousand gallons of gasoline 
underground and a little oil and some of our chemicals and so forth. 

Mr. Sueenan. How about your TBA items? 

Mr. Hupson. Well, I have disposed of all those already. 

Mr. Roosevett. I would like to ask your counsel a question. 

In this matter of forcing your client to take TBA items from an 
indieated source, did he inform you of that, and are you aware that 
that is contrary to existing law? 

Mr. Tuerp, At one time before this proposed sale came to the fore, 
he indicated to me that they were asking him to buy items and that 
simultaneously with the actual “purchase of TBA items, that par- 
ticular brand of tires—well, say, the Goodyear, would put on a fast 
sale that he claimed to me rendered his stock of tires absolutely useless. 
He could not compete until this 2-for-1 deal was over, but no provision 
was made for it. 

That is the only time that he complained to me thet that was the 
situation, until the salesman came up, and then with my diseussion 
with one of the representatives they just said due to his inability to 
cooperate fully with them they saw no reason why they should con- 
sider him whatsoever, that they would not even consider him as a 
potential tenant under the new revised plan, nor were they interested 
in whether he was able to dispose of his inventories. 

His equipment was of value if it remained on the premises in the 
same particular use in which he was engaged in using it. Separated 
from the premises it was almost of junk value, shall we say, because 
it had been operated for some years by Mr. Hudson, and 5 years of 
hard merchandising while he had it, it had no particular value except 
where it was located. 

That was my appeal to New York, and the answer is rather terse and 
to the point as to any negotiations or consideration. 

Mr. Roosevetr. You have filed no complaints with the FTC? 

Mr. Tueep. No, sir; we were somewhat unfamiliar with. just what 
the committee was doing, and we just offered, after reading an article 
in here, a statement by a Sinclair representative, that such was not 
the practice, to Mr. Hudson that rang a bell, and he came running to 
me, and my letter to Mr. Patman resulted in his presence at the 
committee. 


Mr. Roosevett. Thank you very much. 
Mr. Arnold. 
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Mr. Arnotp. I can’t help but seeing that you have a book there 
which I believe is Recommended Stock. 

Mr. Hupson. This is a list of our recommended TBA items and it 
shows how much our station should have on hand at all times; 10,000 
a month and 25 a month, and so on. 

Mr. Roosrvett. Will you submit that for the record also? 

Mr. Hupson. Yes, sir; I would be glad to. 

(The document referred to is as follows:) 





. list of tried ond proved mee 
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The items shown on this and following pages have proved best sellers for the average > or 

service station in each group—that is, those stations pumping 10,000, 20,000, or 30,000 SES 

~— aE 
= 

£222 

RECOMMENDED STOCK ON GREASES For 10,000, 20,000, 30,000 GALLON STATIONS wv 





NOTE: Keep o@ full drum on hand ot all times te prevent running ovt. 
Geer Lvbricont CX (140) needed only at stations servicing trucks. 


RECOMMENDED STOCK ON MOTOR OIL FOR 10,000, 20,000, 30,000 GALLON STATIONS 





NOTE: Emerald Oil soles should be determined by loca! conditions. 
- Ovtbeerd Moter Oil is a seasonal, loca! item—emeovat of stock te be 
corried con be determined by lee! conditions. 
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a [rece | tonne ecm] teaeoesn | wacom | | | 
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**Sincleir RuGLYDE 1/ Tegel. 
***Prestone Anti-Freeze 24/1-@. 
Prestone Anti-Freese 


| ***Sincloir Anti-Freeze 
Sinclair Antifreeze 
| Sinctoir Anti-Freeze 





= 
a 


*As these products are seasene! items, with their greatest demand occuring in *** The quentitios listed ore these te be corried in inventory before the onri- 
the Spring and Fall, @ lorger inventory is recommended during those periods freere season breaks. If stock replenishment is needed, it showld be ordered 


hand ' 
**it is estimeted thet this product will be ploced in our marketing schedule Page oe ee 
within the nent three months 
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TBA RECOMMENDED STOCKS 


NOTE: These tire and battery stocks are recommended for stations in close proximity to wholesale 
sources of supply. They should be increased where delivery source is not local. 


INVENTORY 


ESENT 
INVENTORY 
SUGGESTED 


vo 








eee a ee 
10,000 Gel. 20,000 Gel. | 30,000 Goi. 
PASSENGER TIRE STOCK i Service Stetion Service Stetion | Service Stetion 
+ a — —— a a 
6.00-16 Deluxe | 

























































_ 6.00-16 Deluxe _ 4 5 { 
a | __6,00-16 Marathon 2 
|___ 25% | 670-15 Deluxe 4 
{670-15 Marathon sere | | 2 
13% | 7.10-15 Deluxe 2 
. i ot: i — 2 
[ 7% | 650-16 Deluxe 1 
Lid 6.5016 Marathon 1 
Ss ———— 
3° | 8.00-15 Deluxe | 1 
[2% |  6.40-15 Deluxe 1 
| 2°% | : (8.20-15 Deluxe 


paipenenenaseienaing UES CRESS NEE 





rt 


TOTAL PASSENGER 
Above stocks should be supplemented with white sidewoll ond winter 
treed tires according te seasonal requirements. Dooble Eagle tires and 
other premium tires should be stocked te meet trode cree demonds 


[ | truck Tire stock 




















fees << 
| _—*6% _| 600-16 6-Ply HiMiler Truck 
: | 6.00-16 6-Ply Marathon Truck 
| *12% | __—- 6-50-16 6-Ply HiMiler Truck 
| _ | 6.50-16 6-Ply Marathon Truck 
_ | __ TOTAL TRUCK 





*Twe most populer sizes sold by service stations. 









PASSENGER TUBE STOCK 


6.00-16 
6.25/6.50/6.70-16 


oe __| 6:0076.40-15 




























| 650/6.70-15 
7.10-15 - 
| | _7.00/7.60-15 
| _7.50/8.20-15 
So meted 













_6.00-16 H. D. Black 
6.50-16 H. D. Black 
__7.50-20 H. D. Black 

7.00-15 H. D. Black. 


___TOTAL TRUCK 


LifeGuard and Puncture seal tubes should be stocked to meet trade area demands. 
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SUGGESTED BATTERY INVENTORY 




















ee GOODYEAR BATTERY STOCKS Gdie tiie dae tuk | ad 

GROUP 1 4 i a 
14% GROUP 2 Doe ae Be as 

18% GROUP 21 Cceeniishl espacio, Mitel ce 

GROUP 2F a eT ee ST ee 

GROUP 26 eee 
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Double Eagle ond second line botteries shovld be stocked to 
demands. Above Battery stocks should be supplemented with 12-V. 
Duty Commercie! Botteries os needed 


i 
fj 
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ACCESSORY STOCK FOR 10,000—20,000—30,000-GALLON SERVICE STATION 


PRESENT 

INVENTORY 
4 SUGGESTED 

INVENTORY 





Ww 
Moathly Service Station Gellonage 10,000 j 20,000 30,000 
thems Units Units Units 


FLASHLIGHTS — STYLEMASTER 
|__ Fleshlight Display Contains the Following | | 
L St tee ae 


2-€ell Junior (2 Units) 
2-Coll Silver Streak (5 Units) 
| 2-Cell Superbeam (3 Units) 


3-Cell Superbeam (2 Units) 
3-Cell Stylemaster (3 Units) 


































Metal display case with bottery & bulb tester included 
with above assortment. 


FLASHLIGHT BATTERIES — RAY-O-VAC 
f a 








Size D—Standard 48 
[ee 
| Size C—Junior 12 
OH 








FLOOR MATS 
ees 






MISCELLANEOUS ACCESSORIES 
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|“ eay fim Wrench, 16" fits Wire Th daa t bA a AE  al 

| Sip-doine Piers, 6° Sa eitienh uta ciee? Geet 

| Wand Spotlight fy 8757 D183 13) Pt 

See en ee ara ee Ph 

[Tube Repair Kits ; De 


The above accessory stock represents the basic accessory items 
and the basic inventory of those items which are recommended 
for these stations. Dealers should supplement the obove stocks 
with additional accessory items depending upon their location 
and seasonal requirements. 


SINCLAIR REFINING COMPANY New York, N. Y. 
7 





Mr. Arnop. Could I just ask a short question ? 

When you refer to TBA items, in the trade does that also include 
automotive parts as distinct from automotive accessories ¢ 

Mr. Hupson. Certain automotive parts, such as those that are used 
on the exterior of automobiles of which they are more generally called 
accessories, but it does not include the internal parts of an engine. 

Mr. Arnotp. Is there any practice, to your knowledge, of the major 
oil company also telling you what automotive parts you should use? 
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These would be automotive parts, let’s say, in an automobile, and not 
accessories. 

Mr. Hupson. Oh, sir, they seem to frown on any service station 
doing any kind of mechanical work at all. 

Mr. Arnoitp. Could you supply the committee a copy of your lease? 

Mr. Hupson. Yes, sir. 

(The lease is as follows :) 

SINCLAIR REFINING Co., 


Miami, Fla., June 5, 1950. 
Mr. ALBERT F. Hupson, 


Miami, Fla. 


Dear Stir: We are pleased to return to you herewith your copy of contracts as 
follows: 

Form 1601-A, effective April 1, 1950. 
Form 731-D, effective April 1, 1950. 

We are confident your relationship with our company will prove satisfactory 
and profitable to you and we assure you of our cooperation in the furtherance of 
our mutual interests. 

Yours very truly, 
J.C. MeacHam, Area Manager. 


SINCLAIR REFINING COMPANY 
REFINED OIL SALES AGREEMENT—DEALER 
(Tank wagon) 


This Agreement, made and entered into this 3lst day of March 1950, by and 
between Sinclair Refining Company (a Maine corporation), having an office at 
the address hereinafter specified, as Seller, and Albert F. Hudson, of 3001 Grand 
Avenue, Miami, Fla., as Dealer; 

Witnesseth, That, for the considerations herein contained, Seller hereby agrees 
to, and hereby does, sell to Dealer, and Dealer hereby agrees to, and hereby 
does, buy from Seller, during each yearly period this agreement is in effect, not 
less than 150,000 gallons nor more than 175,000 gallons, in the aggregate, of Sin- 
clair H-C Gasoline, Sinclair Ethyl Gasoline, Sinclair Marine White Gasoline. 

Prices: For each delivery of any above product Dealer shall pay Seller’s official 
established tank-wagon price per gallon to dealers (without any discount or 
deduction therefrom) for deliveries of such product prevailing at the time and 
for the place of each such delivery, as scheduled at the bulk plant from which 
delivery is made. Dealer agrees that Seller shall have the right to change said 
price from time to time without notice to Dealer except as scheduled at said 
bulk plant or as shown in Seller’s invoices. 

If at any time hereafter Seller is required by operation of law or for any 
other reason, including competitive conditions to establish different prices appli- 
eable to different classes of dealers, Dealer agrees that Seller shall have the 
right to determine the classification in which Dealer belongs and the prices here- 
under applicable to Dealer, and Seller’s determination in that respect shall be 
conclusive as to Dealer. 

Place and method of delivery: The gasoline purchased hereunder shall be 
delivered in fairly even monthly quantities by tank wagons or transport trucks 
to Dealer’s place or places of business at 3001 Grand Avenue, Miami, Fla. 

Duration of agreement: This agreement shall continue in effect for 1 year be- 
ginning the 1st day of April 1950. Unless terminated as hereinafter provided, 
before or at the expiration of such initial period, this agreement shall continue 
in full force and effect as to all its terms, provisions, and conditions from year 
to year, subject to cancellation by either party as herein specified. 

Terms: Net cash (without discount) on delivery. If Seller shall extend credit 
to Dealer, the right to withdraw credit at any time is reserved by the Seller. 
Payments shall be made by Dealer in lawful money of the United States, or its 
equivalent, and shall be made to Seller’s agent or bailee at Miami, Fla., or to 
Seller’s office at 573 West Peachtree Street NE., Atlanta 3, Ga. 
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ADDITION AL PROVISIONS 


1. In addition to the prices herein provided, Dealer shall pay Seller amounts 
equivalent to any and all taxes, excises, duties, charges and inspection and other 
fees, and any and all increases therein, which are now or may hereafter be 
imposed, directly or indirectly, by any domestic or foreign governmental author- 
ity or agency on, against, in respect of or measured by the products covered 
by this agreement, or any material contained in such products, or the importa- 
tion, exportation, production, manufacture, sale, transportation, delivery or other 
handling of such products or material or any feature thereof or of this agree- 
ment. The amounts of any such taxes, excises, duties, charges or inspection 
and other fees shall be added to the prices herein provided when Seller either 
pays or becomes liable for the payment of any such taxes, excises, duties, charges, 
or inspection and other fees. 

2. Failure or refusal by Dealer to comply with requirements, which Seller 
may impose hereunder as to payments, shall entitle Seller to suspend deliveries 
pending such failure or refusal, or to terminate this agreement forthwith. ‘The 
suspension of deliveries or termination of this agreement under any of the con- 
ditions herein set forth shall not in any wise prejudice Seller’s claim tor damages. 

3. It is expressly understood and agreed that Seller shall not be obliged 
hereunder to sell or deliver Sinclair Ethyl Gasoline or Sinclair U. S. Motor 
Specifications Gasoline or Sinclair Pennant Gasoline unless specifically included 
above and until Seller has a sufficient supply thereof at the bulk plant from 
which deliveries are made to the Dealer. 

4. In the event that Sinclair U. S. Motor Specifications Gasoline or Sinclair 
Pennant Gasoline is covered by this agreement, Seller shall have the right and 
privilege of discontinuing deliveries thereof at any time and from time to time 
without notice to Purchaser ; and in the event of any such discontinuance, Seller 
shall have the right and privilege of delivering hereunder, in lieu of the product 
so discontinued, any other Sinclair-branded gasoline of approximately the same 
specifications as the one discontinued, and in such event the applicable terms and 
conditions relating to the product diseontinued, including the price, shall apply 
with equal force and effect to the Sinclair-branded gasoline so substituted, it 
being expressly agreed that Seller shall not be required to substitute any other 
branded gasoline. 

5. In the event that Sinclair Ethyl Gasoline is covered by this agreement and 
if Seller should at any time during the life of this agreement discontinue the 
marketing of Sinclair Ethyl Gasoline in Dealer’s territory and should market in 
such territory some other premium gasoline in place thereof, Seller shall have 
the right and privilege thereafter of delivering such other premium gasoline 
instead of Sinclair Ethyl Gasoline. 

6. This Agreement may be cancelled and terminated by either party at the 
expiration of the initial period herein specified or at the end of any yearly 
period thereafter, upon thirty (30) days’ previous written notice to the other 
party. 

7. Dealer shall not change or alter by any means whatsoever the nature, qual- 
ity, or appearance of any of the products purchased and sold hereunder. Any 
violation of this provision by Dealer shall give Seller the right to suspend imme- 
diately further deliveries hereunder of such products or to terminate this agree- 
ment. Seller shall have the right from time to time during the life of this agree- 
ment to change, alter, or amend any of the trade names or brands under which 
products covered by this agreement are now or may hereafter be marketed. 
Seller agrees that the commodity sold hereunder shall be uniform in quality and 
at all times up to its standards. 

8. All orders hereunder will be filled with reasonable promptness, and it is 
mutually agreed that Seller shall not be obliged to furnish any products here- 
under nor be liable for loss or damage for failure so to do or for failure or delay 
in making deliveries of such products when such failure or delay arises from 
(a) any cause beyond Seller’s control; or (b) by reason of reduction in or failure: 
of Seller’s supply of such products or containers therefor at any point from 
which Seller customarily makes or would make deliveries to Dealer or shipments 
to Dealer’s destinations, or of Seller’s supply, at the point of manufacture, of 
raw or other materials from which such products are manufactured or which 
constitute components thereof; or (c) from discontinuance or interruption of 
any means or method of transportation customarily used by Seller in making 
deliveries to Dealer’s destinations or to the vicinity thereof; or (d) from or 
through acts of God, strikes, lockouts, differences among or with its workmen, 
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fires, explosions, sabotage, accidents, riots, civil commotion, acts of war, results 
of warfare or war conditions in this or any foreign country; or (e) mechanical 
breakdowns in its manufactories, or breaks in or total or partial destruction of 
its supplying pipe lines; or (f) the restriction or prohibition or prevention of 
the importation of necessary finished or raw materials; or (g) acts of foreign 
or domestic Governmental authority, or requests, orders or requisitions of con- 
stituted authorities, civil or military, or the exercise of eminent domain, or any 
seizure or appropriation of any of Seller’s property or of the management or 
operation thereof, whether regarded as lawful or unlawful; or (h) any increase 
in Seller’s cost of materials or of manufacture or of delivery, or any decrease 
in Seller’s prices for such products, imposed by Governmental actions or orders; 
or (i) any other cause beyond Seller’s control, not enumerated herein, whether 
or not such cause shall be similar to any of the specifications of excuse herein- 
before stated, Seller shall not be liable for loss or damage to the premises where 
deliveries are made or to Dealer’s property unless such loss or damage is caused 
solely by Seller’s negligence. 

9. The sale of any motor fuel which may contain either an “Ethyl” or any 
other antiknock compound under the agreement is subject to (a) all the provi- 
sions contained in the agreements under which Seller is licensed to manufacture 
and sell motor fuel containing said compounds, and (b) compliance by Dealer 
with all such provisions, rules, regulations and orders now in existence or which 
may hereafter be issued by the licensor or any Governmental authority having 
jurisdiction insofar as the same apply to motor fuel purchased by Dealer from 
Seller. If Dealer shall fail or refuse to comply therewith, Seller may either 
suspend deliveries of such motor fuel or terminate this agreement in respect 
to such motor fuel. It is expressly agreed that such gasoline containing an 
“Ethyl” or other antiknock compound is sold for use as a motor fuel only and 
it not to be used or resold for cleaning purposes under any circumstances. 

10. Any notice to be given hereunder shall be in writing and shall be deemed 
to have been duly given if and when deposited in the United States mail, properly 
stamped and addressed to the party for whom intended at the address of such 
party herein specified, or when delivered personally to such party at such address. 

11. Any sales contract or agreement, covering tank-wagon or transport-truck 
deliveries of gasoline to the Dealer’s place or places of business above specified, 
heretofore entered into between the parties hereto is hereby cancelled and 
terminated on and as of the effective date hereof, except as to any liability or 
obligations which may or shall have accrued under and by virtue of any said 
contract prior to such effective cancellation date. 

12. Seller hereby authorizes Dealer to use the trademarks and brand names 
of Seller solely on and in connection with the products purchased from and 
so identified by Seller, the same to be used during such time only as this agree- 
ment shall be in effect. If Seller shall lend to Dealer or permit Dealer to use any 
sign or device of any kind bearing Seller’s name or any trademark, brand 
name, symbol or slogan, to be used for the purpose of identifying or advertising 
Seller’s products, Dealer agrees upon demand to return such sign or devices to 
Seller and to discontinue the use of any word, name, phrase or thing which 
Dealer is hereby authorized to use. Dealer is permitted to use Seller’s said name, 
trademarks, brand names, signs, devices and slogans only upon the following 
conditions: (a) that they will be used in such way only as Seller may authorize; 
(b) that they will not be used in identifying or advertising of any products 
except those supplied by Seller; (c) that Dealer will not permit anyone else 
to exercise or use any of the rights, privileges, or things granted or lent to Dealer; 
(d) that Dealer will not claim any right, title or interest in or to Seller’s name, 
trademarks, brand names, signs, devices and slogans; and (e) that Dealer will 
never directly or indirectly deny or assail or assist in denying or assailing the 
sole and exclusive ownership of Seller in and to the same. Failure or refusal 
by Dealer to comply with the terms and conditions set forth herein shall entitle 
Seller to terminate forthwith the within agreement; but such termination shall 
not in anywise prejudice seller’s claim for damages. 

13. This agreement shall not be assigned by Dealer in whole or in part; con- 
stitutes a merger of all proposals, negotiations and representations with refer- 
ence to the subject matter and provisions hereof; and may be altered, amended 
or modified only in writing signed by Dealer and by a representative of Seller 
authorized to sign this agreement. Dealer acknowledges notice that this instru- 
ment may be executed on Seller’s behalf only by one of its officers, managers, or 
chief clerks, and that none other has authority to consent or agree to any alter- 
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ation, amendment, modification or limitation whatsoever of the terms of this 
agreement. ; 


Witness the hands and seals of the parties hereto the day and year first above 
written, 
Srnciarr Rerrnine Company, Seller. 
By J. A. Meacuam, Area Manager. 


ALBERT F. Hupson, Dealer. 
Witness to signature of Dealer: 


J. E. GATTIs. 


SINCLAIR REFINING COMPANY 
REFINERS OF PETROLEUM 


Our Sales Office: Miami, Fla. 


ALBERT F,. HupDSoN (DEALER), 
3001 Grand Avenue, Miami, Fla.: 


We have delivered Credit Identification Cards to certain motorists, to be used 
by them for credit identification purposes. Such motorists may wish to use such 
eards in connection with their purchases on credit at service stations of the 
following: 

(1) Sinelair petroleum products and service jobs performed at the ordinary 
service station which involve the sale or use of Sinclair Petroleum Products, 
namely, chassis lubricating (in whole or in part) and car washing; and 

(2) Goodyear tires, batteries, and other automotive accessories (except radios 
and heaters), provided tires are mounted and batteries and other accessories 
are attached to the motor vehicle at the time of purchase. 

In the State of Texas such Credit Identification Cards shall not be valid for 
purchases of the items identified in (2) of the preceding sentence. 

Credit Identification cards are serially numbered and bear an expiration date. 
Specimens of these cards have been or will be furnished you on our Placard, 
Form 2094. 

We understand that you desire to make credit sales of the above mentioned 
petroleum products, services and accessories to those holding such Credit Iden- 
tification Cards who may apply to your station for the same. We are willing to 
accept assignment of the accounts arising from such credit sales under the 
following terms and conditions: 

All sales of the above products, services and accessories shall be made for 
your own account. In making such sales you shall use such forms of delivery 
tickets, invoices, reports and other forms as we may supply you for use. Credit 
Delivery Tickets covering sales to holders of Credit Identification Cards must, 
in each case, describe the services performed for which a charge is made and 
show the kinds of merchandise sold, the quantities solid, the prices at which sold 
and the total value of each purchase. Credit Delivery Tickets not prepared in 
conformity with the foregoing will be rejected by the Company. We do not 
assume any liability and shall not be liable for any tax for which you are liable 
to any governmental authority. If any applicable tax is not included in or added 
to the price, you will be in the position of absorbing such tax. In any event, 
you will have to account to the proper governmental authority for any applicable 
tax. You shall assume and pay, and hold us free of, any and all taxes that 
are now or may hereafter be imposed on the products or services, or upon the 
sale or furnishing thereof. 

Subject to the terms and conditions set forth on our Placard, Form 2094, we 
will accept assignment by you of the accounts arising from such credit sales and 
in consideration for the assignment of each such account, we will allow you 
credit for the amount thereof on your purchases from us. 

As to such accounts you shall keep such records and make such reports to us 
as we may from time to time specify and require with the privilege to us to 
examine or have examined such records when we may wish to do so. 

This proposal is submitted in duplicate, and if the terms and provisions thereof 
are acceptable to you, you will please so indicate by signing the same at the place 
indicated hereon, and when executed on our part it will constitute a contract 
between us, with the understanding that either of us may terminate it at any 
time with or without cause. A copy of the executed contract will be forwarded 
to you. Any-contract or arrangement now in effect with you covering credit 
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sales by you to the holders of Credit Identification Cards is hereby cancelled 
and terminated on and as of the date hereof, except as to any liability that may 
have accrued prior to such date. 
SrnciarR REFINING COMPANY, 
By J. A. MEacHAM, Area Manager. 


The within and foregoing is hereby accepted and agreed to on and as of the date 
hereof : 
Arsert F. Hupson. 
Date executed: April 3, 1950. 


SALES CONTRACT 
AUTOMOTIVE OILS, GREASES, AND LUBRICANTS 


This contract, made by and between Sinclair Refining Company, a Maine cor- 
poration, as Seller, and Aibert F. Hudson, of 3001 Grand Avenue, Miami, Fla., 
as Buyer. 

Witnesseth : 

1. Seller agrees to sell to Buyer and Buyer agrees to purchase from Seller, 
during each yearly period this contract is in effect, not less than two hundred 
and fifty (250) gallons, or the equivalent thereof, of Sinclair Opaline Motor Oil, 
Sinclair Pennsylvania Motor Oil, Sinclair Pennant Motor Oil, and Sinclair 
Greases and Lubricants. The quantities to be purchased by Buyer, may, at Buyer’s 
option, exceed such minimum quantity to the extent of Buyer's usual require- 
ments but, except with Seller’s consent, the aggregate quantity to be purchased 
shall not exceed five thousand (5,000) gallons, or the equivalent thereof, and 
deliveries during any one month shall not exceed one-eighth (44) of such maxi- 
mum. In determining quantities, eight (8) pounds of products sold and pur- 
chased by the pound shall be considered the equivalent of one (1) gallon. Seller 
shall not be obligated to deliver any oil in bulk in lots of less than five (5) 
gallons. 

2. This contract shall continue in effect for one (1) year beginning the Ist 
day of April 1950. Unless terminated, as hereinafter provided, before or at the 
expiration of such one-year period, this contract shall continue in fwll force and 
effect as to all its terms, provisions, and conditions from year to year, subject to 
termination by either party as herein specified. Either party shall have the right 
to terminate this contract at the end of the said one-year term or at the end 
of any yearly term thereafter upon thirty (30) days’ written notice given prior 
to the end of any such term. 

3. Delivery shall be F. O. B. Seller’s bulk plant at Miami, Fla. 

4. Prices shall be Seller’s prices for said products prevailing at the time and 
for the place of delivery, as shown in Seller’s “Price Schedule, Form 2395,” posted 
and then in effect at Seller’s bulk plant from or at which delivery shall be made. 

5. In consideration of Buyer’s agreement to purchase quantities aggregating 
not less than two hundred and fifty (250) gallons, or the equivalent thereof, 
during each yearly period this contract is in effect, and on the condition that 
Buyer shall purchase not less than such minimum, Buyer shall receive discounts 
of two (2¢) cents per gallon on products sold and purchased by the gallon, and 
one-quarter (44¢) cent per pound on products sold and purchased by the pound. 
Such discounts shall be allowed in Seller’s invoices. 

6. Terms of payment shall be one (1%) percent discount if paid within ten 
(10) days from date of delivery, thirty (30) days net. Such discount shall not 
be allowed from or be applied to or be computed upon taxes or freight. Pay- 
ments shall be made in lawful money of the United States, or its equivalent, at 
the Sales Office of Seller. 

7. The Additional Provisions printed on the reverse side hereof shall constitute 
a part of this contract. 

In witness whereof, Seller and Buyer have executed this contract this 31st day 
of March 1950. 

SINCLAIR REFINING Company, Seller. 
By J. A. MEAEHAM, Area Manager. 

J. E. Garris, Salesman of Seller. 

ALBERT F’, Hupson, Buyer. 


ADDITIONAL PROVISIONS OF CONTRACT 


1. At any time after the first six (6) months of any yearly period hereof, if the 
quantity sold and purchased hereunder during such period has averaged less 

















DISTRIBUTION PROBLEMS 231 


than twenty-one (21) gallons, or the equivalent thereof, per month, Seller shall 
have the right to terminate this contract. 

2. There shall be added to the applicable prices, and be paid by Buyer, as Seller 
may require, amounts equivalent to any and all taxes, excises, duties, charges, 
and inspection and other fees now or hereafter imposed by any governmental 
agency or authority which are applicable to the products sold, or to the manu- 
facture, sale, delivery, or handling of said products. 

3. If in the opinion of Seller the financial responsibility of Buyer becomes im- 
paired or unsatisfactory at any time while this contract is in effect, Buyer shall, 
if required by Seller so to do, make cash payments or furnish satisfactory secu- 
rity before any further deliveries are made hereunder. 

4. Failure or refusal by Buyer to comply with the requirements which Seller 
may impose upon Buyer in accordance with paragraph numbered “3” hereof 
shall entitle Seller to suspend deliveries during such failure or refusal or to 
terminate this contract. The suspension of deliveries or the termination of this 
contract under any of the said conditions shall not in anywise prejudice Seller’s 
claim for damages. 

5. It is mutually agreed that Seller shall not be obliged to furnish any products 
hereunder nor be liable for loss or damage for failure so to do or for failure or 
delay in making deliveries of such products when such failure or delay arises 
from (a) any cause beyond Seller's control; or (b) by reason of reduction in 
or failure; of Seller’s supply of such products or containers therefor at any print 
from which Seller customarily makes or would make deliveries to Buyer or ship- 
ments to Buyer’s destinations, or of Seller’s supply, at the point of mainufacture, 
of raw or other materials from which such products are manufactured or which 
constitute components thereof; or (c) from discontinuance or interruption of 
any means or method of transportation customarily used by Seller in making 
deliveries to Buyer’s destinations or to the vicinity thereof; or (d) from or 
through acts of God, differences among or with its workmen, fires, explosions, 
sabotage, accidents, riots, civil commotion, acts of war, results of warfare, or 
war conditions in this or any foreign-country; or (e) mechanical breakdowns in 
its manufactories, or breaks in or total or partial destruction of its supplying 
pipe lines; or (f) the restriction or prohibition or prevention of the importation 
of necessary finished or raw materials; or (g) acts of foreign or domestic Gov- 
ernmental authority, or requests, orders, or requisitions of constituted authori- 
ties, civil or military, or the exercise of eminent domain, or any seizure or appro- 
priation of any of Seller’s property or of the management or operation thereof, 
whether regarded as lawful or unlawful; or (h) any increase in Seller’s cost 
of materials or of manufacture or of delivery, or any decrease in Seller’s prices 
for such products, imposed by Governmental actions or orders; or (i) any other 
cause beyond Seller’s control, not enumerated herein, whether or not such cause 
shall be similar to any of the specifications of excuse hereinbefore stated. Seller 
shall not be liable for loss or damage to the premises where deliveries are made 
or to Buyer’s property unless such loss or damage is caused solely by Seller’s 
negligence. 

6. This contract shall in nowise bind Seller until it is executed on its behalf 
and a counterpart of this contract, so executed, is delivered to Buyer. Seller’s 
delivery and Buyer’s acceptance of any of the products specified herein, prior to 
such execution and delivery of this contract, shall not be construed as an accept- 
ance of this contract by Seller and, in the event this contract is not accepted by 
Seller, Buyer shall pay for any such products so delivered and accepted in accord- 
ance with the provisions of this contract, except that Buyer shall not receive 
the discounts specified in the paragraph numbered “5” on the obverse side hereof. 

7. The counterpart of this contract held by Seller shall be considered the 
original and shall be the binding contract in case of a variance in any particular 
between it and any other signed copy. This contract shall not be assigned by 
Buyer in whole or in part; constitutes a merger of all proposals, negotiations, 
and representations with reference to the subject matter and provisions hereof; 
and may be altered, amended, or modified only in writing signed by Buyer and by 
a representative of Seller authorized to sign this contract. Buyer acknowledges 
notice that this instrument may be executed on Seller’s behalf only by one of 
its officers, managers, or chief clerks, and that none other has authority to con- 
Sent or agree to any alteration, amendment, modification, or limitation what- 
soever of the terms of this contract. Any previous agreement between the Seller 
and Buyer for the sale and purchase of any of the products specified herein is 

hereby terminated and superseded on and as of the effective date hereof, except 
as to any liability or obligations which may or shall have accrued under and by 
virtue of any of said agreements. 
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8. Buyer shall not change or alter by any means whatsoever the nature, quality, 
or appearance of any of the products purchased and sold hereunder. Any viola- 
tion of this provision by Buyer shall give Seller the right to suspend immediately 
further deliveries hereunder of such products or to terminate this contract. 
Seller shall have the right from time to time during the life of this contract to 
change, alter, or amend any of the trade names and brands under which the 
products covered by this contract are now or may hereafter be marketed. 

9. If Buyer has entered into or shall enter into any contract with Seller cov- 
ering the purchase by Buyer of gasoline or other petroleum products from Seller, 
and if any such contract covering gasoline or other petroleum products shall be 
terminated for any reason prior to the end of the term of this contract, or prior 
to the end of any renewal or extension thereof, either party to this contract shall 
have the right to declare his contract terminated on and as of the date of termi- 
nation of the contract covering gasoline or other petroleum products. 

10. Seller hereby authorizes Buyer to use the trade-marks and brand names 
of Seller solely on and in connection with the products purchased from and so 
identified by Seller, the same to be used during such time only as this contract 
shall be in effect. If Seller shall lend to Buyer or permit Buyer to use any sign 
or device of any kind bearing Seller’s name or any trade-mark, brand name, 
symbol, or slogan, to be used for the purpose of identifying or advertising Seller’s 
products, Buyer agrees upon demand to return such sign or device to Seller and 
to discontinue the use of any word, name, phrase, or thing which Buyer is hereby 
authorized to use. Buyer is permitted to use Seller’s said name, trade-marks, 
brand names, signs, devices, and slogans only upon the following conditions: 
(a) that they will be used in such way only as Seller may authorize; (bd) that 
they will not be used in the identifying or advertising of any products except 
those supplied by Seller; (c) that buyer will not permit anyone else to exercise 
or use any of the rights, privileges, or things granted or lent to Buyer; (d) that 
Buyer will not claim any right, title, or interest in or to Seller’s name, trade- 
marks, brand names, signs, devices, and slogans; and (e) that Buyer will never 
directly or indirectly deny or assail or assist in denying or assailing the sole 
and exclusive ownership of Seller in and to the same. Failure or refusal by 
Buyer to comply with the terms and conditions set forth herein shall entitle 
Seller to terminate forthwith the within contract; but such termination shall 
not in anywise prejudice Seller’s claims for damages. 


In the Territory of Bulk Plant at Miami, Fla, 
StaTion LEASE 


This indenture of lease, made and entered into in duplicate this 31st day of 
March A. D. 1950, by and between Sinclair Refining Company, a Maine corpora- 
tion, authorized to transact business in the State of Florida, having an office at 
573 West Peachtree Street, NE., Atlanta 3, Ga., party of the first part (herein- 
after referred to as “Lessor’’), "and Albert F. Hudson, of 3001 Grand Avenue, 
Miami, Fla., party of the second part (hereinafter referred to as “Lessee,” 


whether ohne or more, and when referred to by pronoun the masculine gender 
will be used) ; 


Witnesseth : 


1. Whereas Lessee desires to lease from Lessor the filling and service station, 
including other structures and facilities, if any, for the servicing of motor ve- 
hicles, hereinafter referred to as “station,” and the premises upon which the 
same is located, as hereinafter described, for the purpose of marketing through 
said station petroleum products and other merchandise ; and, 

2. Whereas Lessor is willing to lease said station on the terms and conditions 
hereinafter set forth ; 

3. Now, therefore, in consideration of the premises, the rents herein reserved, 
and the covenants, conditions, and agreements herein set forth, on the part of 
Lessee to be paid, maintained, kept, and performed, Lessor does hereby demise 
and lease unto Lessee the following described premises used for and constituting 
an oil and gasoline service station, located at 3001 Grand Avenue, Miami, Fla., 
and situate in the City of Miami, County of Dade, and State of Florida, to wit: 
All those certain lots, tracts, or parcels of land lying and being situated in 
Coconut Grove, Dade County, Fla., specifically described as follows: Tract No. 1: 
All that part of the Southwest Quarter of the Northeast Quarter of Section 21, 
Township 54 South, Range 41 East, particularly described as follows: Commenc- 
ing at a point on the South line of the above-mentioned Northeast Quarter a 
distance of 1,480 feet West from the Southeast corner thereof ; thence run North 
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at right angles to said South line 221 feet; thence run East 28 feet; thence run 
South 221 feet to the aforesaid South line; thence run West along the South line 
28 feet to the place of beginning, subject to the City of Coconut Grove to use the 
South 33 feet for street purposes and the North 10 feet being reserved for a 
private alley. Tract No. 2: All that part of the Southwest Quarter of the North- 
east Quarter of Section 21, Township 54 South, Range 41 East, particularly 
described as follows: Commencing at a point on the South line of above-men- 
tioned Northeast Quarter a distance of 1,452 feet West from the Southeast corner 
thereof ; thence run North at right angles to said South line 221 feet; thence run 
Kast 86 feet; thence run South 221 feet, to the aforesaid South line; thence run 
West along the South line 86 feet to place of beginning; subject to the City of 
Coconut Grove to use the South 33 feet for street purposes and the North 10 
feet reserved for a private alley. The property herein and hereby conveyed is 
the same property which is shown upon the tax books as Tract No. 1, according to 
a revised plat of a resubdivision of property in the Northeast Quarter of Section 
21, Township 54 South, Range 41 Hast, which ‘said map is recorded in Plat Book 
35, page 53, public records of Dade County, Fla., the tract as platted covering 
all the land conveyed by metes and bounds save and except a strip 2.2 feet wide 
upon the East which is embraced within the above description as herein first 
given, together with the buildings, structures, improvements, pumps, tanks, 
appliances, furniture, tools, and other personal property located thereon, as set 
forth in an inventory taken and signed by the parties hereto, marked “Exhibit 
A” and attached to and made a part of this lease to the same effect as though 
written out in full herein, including any additions thereto or substitutions thereof 
which may be made by Lessor from time to time; receipt of any substituted or 
added equipment shall be evidenced by Lessor’s Receipt Form 995 ‘Equipment 
and Material Receipt,” and said receipt when signed by Lessee shall become a 
part of this lease with the same force and effect as though embodied herein; 
provided, however, that any equipment heretofore or hereafter delivered by 
Lessor to Lessee, whether or not evidenced by said receipt, shall be subject to 
the terms and conditions of this lease. It is understood and agreed that Lessee’s 
act of accepting such equipment and signing said receipt shall be construed to be 
an acknowledgement by Lessee that the equipment described in said receipt was 
in good and serviceable condition at the time of its delivery to Lessee. 

4. To have and to hold the above demised and leased premises, and all rights, 
privileges, and appurtenances thereunto belonging, unto Lessee for and during 
the following term: one (1) year beginning on the 1st day of April 1950, and 
thereafter for successive terms of one year each, provided, however, that either 
party may terminate this lease at the end of the first one-year term or any 
successive yearly term, on thirty (30) days’ written notice given prior to the 
end of any such term. 

If Lessor holds the above premises by virtue of an underlying lease, it is agreed 
that under no circumstances shall this instrument be deemed a transfer to Lessee 
of the entire unexpired term of such underlying lease so as to constitute an 
assignment thereof, and accordingly, in such event, a portion of the term of 
such underlying lease is hereby reserved to Lessor and the above stated term of 
this lease is hereby qualified to the extent that the term hereof shall in no event 
extend beyond the day preceding the last day of the term of such underlying 
lease or of any extension or renewal thereof, if same shall be extended or renewed 
by Lessor; provided however, that Lessor shall not be obligated to extend or 
renew such underlying lease or the term thereof, pursuant to any right con- 
tained therein or otherwise, in order that this lease may continue in effect. No 
previous notice or refund of rentals shall be required in the event of termination 
or cancellation of this lease for breach or default as hereinafter provided. 

5. Lessee shall yield and pay to Lessor as rental for said premises for and 
during said term the following sums: a sum to be computed at the rate of one (1) 
eent per gallon of all gasoline delivered to said station for sale therefrom. 
Such rental for each calendar month shall not be less than one hundred seventy- 
five dollars ($175), payable on Lessor’s demand. If the term of this lease does 
not begin on the first day of a calendar month, such minimum rental to be paid 
for the portions of the calendar month at the beginning and at the end of the 
term hereof shall be computed on a pro rata basis. 

All rentals shall be payable in lawful money of the United States at 573 West 
Peachtree Street NE., Atlanta 3, Ga., or at such other place as Lessor may from 
time to time designate. 

6. Lessee agrees that he will assert and maintain his right of entry and pos- 
session hereunder as against third persons and excuses Lessor from all duty and 
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liability with respect thereto. Lessee covenants and agrees that he will use and 
occupy said premises and station in a careful, safe, and proper manner; that 
he will not permit or suffer any waste thereon or thereof, or any nuisance thereon 
or thereabout; that he will keep the sidewalks adjacent to said premises free 
from snow and ice; and that he will maintain said premises in a clean, neat, 
orderly, and sightly condition. Lessee further covenants and agrees that he 
will, at his own cost, maintain in good condition and repair any and all buildings, 
structures, equipment, appliances, and other personal property hereby leased 
to Lessee; and that he will not encumber or remove the same, or do or suffer to 
be done anything whereby the same or any part thereof may be seized, taken on 
execution, attached, destroyed or injured, or by which the right of Lessor therein 
or the title thereto may in any way be altered, impaired, or prejudiced ; it being 
expressly agreed that Lessee acquires hereunder no interest in any buildings, 
structures, equipment, appliances, or other property now on said premises or 
which may hereafter be placed thereon by Lessor, except the right to use the 
same as in this lease provided. Lessee further covenants and agrees that no part 
of said premises, whether or not adapted therefor, shall be used as living quarters 
or fur dwelling purposes unless Lessor shall consent thereto by a separate instru- 
ment in writing setting forth the terms for such use and executed by the parties 
hereto. No such instrument shall be binding upon Lessor until signed on its 
behalf in the manner provided in Paragraph 22 hereof. 

7. Lessee shall be liable for and agrees to pay when due all license, permit, and 
inspection fees and occupation and license taxes assessed or charged on or 
against said premises and station or Lessee’s use or occupancy thereof; also all 
compensation, fees, rents, and charges assessed and imposed by municipalities 
for the installation, use or maintenance of approaches or driveways serving said 
premises, and all water, sewage and waste disposal, rubbish and garbage disposal, 
gas, telephone, and electric light and power charges assessed or charged on or 
against said premises and station or Lessee’s use or occupany thereof, including 
all taxes levied and assessed on Lessee’s property located thereon during the term 
hereof. 

8. Lessee shall comply with and obey all laws, ordinances, rules, regulations, 
orders, directives, and requirements, whether regarded as valid or invalid, of 
the Federal, State, City, Village, or other governmental subdivision in which 
said premises are located and of any and all their agencies, bureaus, and depart- 
ments, to the extent that the same affect Lessee’s use and occupany of said 
premises or the operation of said station. 

9. Lessee, for himself, his heirs, executors, administrators, and assigns, hereby 
releases, relinquishes, discharges, and agrees to indemnify, protect, and save 
harmless, Lessor, its successors and assigns, of and from any and all claims, 
demands, and liability for any loss, damage or injury, including death, or other 
like or different casualty to persons (whether they be third persons, Lessee, or 
employees of either of the parties hereto) and to property (whether it be that of 
either of the parties hereto or of third persons), caused by, growing out of, or 
happening in connection with, Lessee’s use and occupany of said premises or 
any buildings, structures, equipment or appliances located or to be located 
thereon, or by reason of any other casualty, whether due to negligence of Lessor 
or otherwise. 

10. Lessee, for himself, his heirs, executors, administrators, and assigns, hereby 
releases, relinquishes, and discharges, and agrees to indemnify, protect, and save 
harmless, Lessor, its successors and ussigns, of and from any and all claims, 
demands and liability for any loss, damage, injury, or other casualty to property 
(whether it be that of either of the parties hereto or of third persons), and to 
persons (whether they be third persons, Lessee or employees of either of the 
parties hereto), by reason of any leakage, fire, or explosion of or from any such 
equipment or any part thereof, or of any gasoline, oils, or other petroleum prod- 
ucts in or about or contained in the same, or by reason of any defects in the con- 
struction or installation of such equipment, or by reason of the use or operation 
of such equipment, or by reason of the placing, erection, falling, or dislocation of 
such equipment or any part thereof, or by reason of any casualty, whether due 
to the negligence of Lessor or otherwise. 

11. Lessee shall furnish, install, and display continuously on the exterior of 
said station at a point visible and accessible to the public, a legible sign show- 
ing that Lessee is occupying said premises under a lease and is the sole owner 
of the business and the products and services marketed at said station. 

12, If Lessee shall default in the performance of any covenant contained in 
this lease, or if Lessee shall violate any agreements, covenants, conditions, and 
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obligations of this lease upon him imposed, or if Lessee shall fail to comply with 
and obey any of the laws, ordinances, rules, regulations, orders, directives, and 
requirements, whether regarded as valid or invalid, of the Federal, State, City, 
Village, or other governmental subdivision in which said premises are located 
or of any and all their agencies, bureaus, and departments, as by this lease re- 
quired, or if Lessee shall become bankrupt or become insolvent in the opinion 
of Lessor, or shall make an assignment for the benefit of creditors, Lessor in any 
such event shall have the right to declare this lease terminated, and shall have 
the further right, without notice and without recourse to any legal proceeding, 
to enter upon the premises and repossess the same, including all property em- 
braced within this lease, and Lessor shall have a first lien upon all merchandise 
and other property of Lessee located upon the leased premises to secure the pay- 
ment of rent and all charges hereunder and the full performance by Lessee of all 
obligations to Lessor; and Lessor shall further have all the rights and remedies 
provided by law for the recovery of rent and possession. It is understood that 
the acceptance of rent by Lessor after default or the happening of any above 
contingency shall not be construed as a waiver of the rights of Lessor herein 
specified. If Lessee is an individual and if he shall die during the term of this 
lease or any extension thereof, this lease shall automatically terminate. 

13. Upon the termination of this lease by lapse of time or otherwise, Lessee 
agrees to return to Lessor the said premises and station, together with all other 
property embraced within this lease, and any other property of Lessor located on 
said premises, in their condition when received by Lessee, reasonable wear and 
tear incident to proper use thereof excepted. In the event Lessee shall for any 
reason be unable to return any of said property, he agrees to replace the same with 
similar property of like value, or to pay Lessor the market price therefor. 

14. If there is a safe or chest included in the equipment leased hereunder, Lessee 
agrees to maintain said safe or chest in good and usable condition throughout the 
term hereof, and to bear the expense of any repairs thereon or replacement there- 
of; it being understood and agreed that Lessee shall assume any losses from 
robbery, burglarly, or larceny of the contents thereof, and of any property em- 
braced within the lease. 

15. Lessor reserves the right of entry of its representatives, agents, and em- 
ployees for the purpose of examination and inspection of said premises and any 
property of Lessor located thereon. 

16. Lessee shall make no alterations or changes in or additions to any buildings, 
structures, or improvements on said premises without first procuring the written 
consent of Lessor so to do. Any work so authorized by Lessor shall be at the sole 
cost and expense of Lessee, and any such alterations, changes, or additions so 
made by Lessee shall forthwith become the property of Lessor, and Lessee shall 
have no claim of any kind or character therefor. 

17. This lease is personal to Lessee and shall not be assigned in whole or in 
part, and said premises or any part thereof shall not be sublet, nor shall any 
rights or privileges herein granted Lessee be sold, transferred, or assigned without 
the written consent of Lessor first obtained. 

18. If during the term of this lease proceedings are instituted for the condemna- 
tion of said premises or any part thereof, or if Lessor shall dispose of said prem- 
ises or any part thereof or its interest therein, either voluntarily or involuntarily, 
in order that the premises may be devoted wholly or partially to any public use, 
this lease shall, at the option of Lessor and upon written notice to Lessee, forth- 
with finally cease and terminate, and Lessee shall not be entitled to any damage 
award or purchase price, or any part of either, which may be paid on account of 
such condemnation or sale. i 

19. Any prior agreement under which the Lessor leased the above described 
premises and equipment to the Lessee is hereby terminated on and as of the day 
preceding the commencement of the term hereof, except as to any liability which 
may or shall have accrued under and by virtue of any said agreement prior to such 
effective cancellation date. 

20. If the above described premises are held by Lessor under lease, Lessor shall 
have the right to exercise any and all termination rights reserved to it under such 
underlying lease, and if such underlying lease shall be terminated for any cause 
or in any manner at any time prior to the expiration of the term herein provided, 
this lease, at the same time, shall expire and terminate without previous notice 
to Lessee, and Lessor shall not be liable to Lessee in damages or otherwise on ac- 
count of such prior termination. This lease shall be subject to all conditions and 
restrictions affecting the premises, including those which may be of record or in 
the underlying lease, if any, and also including building, building line, and zoning 


65262—55—pt. 1—_—-16 





236 DISTRIBUTION PROBLEMS 


restrictions. If Lessee shall abandon, desert, or vacate the premses during the 
term of this lease, or during any extension or renewal period, for a period of more 
than two (2) calendar days, Lessor may terminate this lease and repossess the 
premises. If the operation of a service station on said premises shall be pro- 
hibited or restricted during the term hereof by statute, ordinance, order of court, 
or other governmental authority, and not because of any fault or neglect of Lessee, 
this lease shall be subject to termination at the option of either party. 

21. All notices given under this instrument shall be in writing, and may be 
given either in the statutory method, if any, in the State where the premises are 
located or by depositing notice in the United States registered mail, postage 
prepaid, enclosed in an envelope addressed to the party to be notified at such 
party’s address as shown in this instrument or at any other known address of 
Lessee, and the date upon which such notice is so mailed shall be treated as the 
date of service. If there be more than one Lessee, notice to one shall constitute 
notice to all. In addition, any notice given by Lessor to Lessee shall be valid if 
served upon Lessee in person or delivered to or left upon the premises. 

22. This lease constitutes a merger of all proposals, negotiations, and repre- 
sentations with reference to the subject matter and provisions hereof, and may 
be altered, amended, or modified only in writing signed by a representative of 
Lessor authorized to sign this instrument and by Lessee. Lessee acknowledges 
notice that this instrument may be executed on Lessor’s behalf only by one of 
its officers or managers and that none other has authority to consent or agree to 
any alteration, amendment, modification, or limitation whatsoever of the terms of 
this lease. This lease shall not be binding upon Lessor until executed on its 
behalf notwithstanding any delivery of possession to, or the acceptance of rent 
from, Lessee. 

Witness the hands and seals of the parties respectively attested or witnessed, 
the day and year first above written. 

SINCLAIR REFINING COMPANY, 
Lessor. 
By — ——— ——— ‘ 
Area Manager. 
ALBERT F. HUDSON, 
Lessee. 
Signed, sealed, and delivered in the presence of: 
M. J. Suvurrz, Jr., 
J. W. MORGAN, 
As to Lessor. 
Geo. A. Frrx, 
J. E. GATrTtIs, 
As to Lessee 
ExHrsit A 


Inventory of buildings, improvements, appliances, and equipment embraced 
within the foregoing lease, and received in good order by the undersigned Lessee, 
from Sinclair Refining Company, Lessor. 

Buildings and yard improvements : One CBS Service Station and Garage Build- 
ing complete with canopies and driveways. 

Pumps and tanks: One 280-gallon U/G Tanks; one 550-gallon U/G Tanks; three 
1,000-gallon U/G Tanks; four 2,000-gallon U/G Tanks; Model 646 Bennett Comp 
Pumps Ser. Nos. 2486, 2484, 5214; one 120-gallon Kero Tank; one 60-gallon Kero 
Tank. ’ 

Air equipment: One 5-HP Kellogg A/Comp No. 261030. 

Signs: One 4-foot A-3 Sign and Pole; three 24-inch by 14-foot S—1 Signs. 

Furniture: None. 

Tools: None. 

Miscellaneous equipment: 1 Globe F/W Hoist, No. 42508; 1 Globe D/O Hoist, 
No. 19585; 1 Heavy-Duty Truck Hoist No. 2; 2 Oil Display Racks; 1 Lube In- 
dex, No. D-17—533 ; 1 5-quart Oil Dispenser ; 1 Sign Pole (Floodlights) ; 2 No. 5752 
Benj. Floodlights ; 1-OR-12 Holmes Oil Receiver. 

Certified as correct: 

SINCLAIR REFINING Company, Lessor. 
By J. BE. Gattis. 
ALBERT F. Hupson, Lessee. 


—— 
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Mr. Sreep. Mr. Chairman, what is the source of that book of 
recommended stock ? 

Mr. Hupson. This book was given to me by the salesman represent- 
ing the company. 

la Sreep. Does it have any markings on it which would identify 
its origin? 

Mr. Hupson. On the very front page, I believe. 

Mr. Roosevett. Well, Mr. Hudson, we want to thank you and Mr. 
Theed for coming way up here at your own expense to appear before 
the committee. We appreciate your having testified, very much. 

Mr. Hupson. Thank you. 

Mr. Roosevetr. Is Mr. Angelo Mazzei in the room ? 

Mr. Mazzet. Yes, sir. 

Mr. Roosrvett. All right. Please raise your right hand. 

Do you solemnly swear that the testimony you are now about to 
give shall be he truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Mazzer. I do. 


TESTIMONY OF ANGELO MAZZEI, BELLE VERNON, PA. 


Mr. Roosevett. Mr. Mazzei, will you give your full name, address, 
and occupation to the reporter, and then you may proceed. 

Mr. Mazzer. My name is Angelo Mazzei; my home address is 
519 Broad Avenue, Belle Vernon, Pa. My business address is Mones- 
sen, Pa., and I represent the city of Monessen Retail Gasoline Dealers 
Association, and I come before you with some problems that we do 
not know how to compete with, and would like to try to present them 
to you, the best that I can, because I came wholly unprepared. 

I picked up the article out of a trade magazine and I followed it 
up with another part in the paper stating that this meeting would 
begin on Monday morning, and I came completely in the dark, and 
everything that I have I am going to try to speak right from my mind, 
and I don’t know whether I am that well educated, but I will 
attempt to. 

Mr. Rooseverr. Thank you, Mr. Mazzei. I can say for the com- 
mittee we appreciate your coming, and if you care at a later time to 
present a written statement, we of course will be glad to receive it. 

Mr. Mazzerx. Well, I don’t know. It could be done at a later time. 

Mr. Roosrvett. Sometimes after you get home and you think over 
what you have said, you will think of all the things that you wished 
you had said and had forgotten. If you do, however, it should be in 
the form of an affidavit, so that it will conform to the sworn testimony. 

Mr. Mazzer. Then could I go over these things, these subjects? 

Mr. Roosevett. Yes; we will be glad to hear from you. 

Mr. Mazzer, We in the Monessen area are very close to the city of 
Pittsburgh. We are very close to a metropolitan area of somewhere 
around possibly 214 million people. The metropolitan area of Pitts- 
burgh consists of now—it is comprised of all of Allegheny County and 
maybe just small parts of other counties. The particular county that 
we come from is Westmoreland. We have another county of Wash- 
ington, and Fayette County, and we are surrounded, and the gasoline 
companies that we are going to talk against are all the major com- 
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panies, I may say, Standard Oil, Atlantic, American Oil, Sun, Texas 
Co., Sinclair, Gulf, and Pennzoil. 

To the best of my knowledge these are all of the major companies. 
There may be some of the off-brand companies which of course we 
can’t dwell too much on. 

Now, these are some of the things that we find that have come out 
and is preventing the majority of us from making an honest livelihood. 
One of the first things is price discrimination to meet competition. 
Now by that I want to try to explain. These things come to us 
through quite reliable sources and we do feel that if we had to we are 
prepared that they can be proven facts. 

Now the company will send their salesmen out in the field and we 
will get the general opinion of just how the small dealers like myself 
and the majority of the others are as to whether we should cut our 
price of gasoline in order to steal more gallonage from our neighbor. 
That is actually what it amounts to, and of course all of us, we don’t 
just exactly follow him in that respect, and he goes on and paints a 
rosy picture to us, that if we would lower our price before anybody 
else would, before they would be able to retaliate, their salesmen 
would have to come in and establish the fact that my particular com- 
pany or my particular station in the case had lowered its price un- 
fairly. 

Then they in turn would do likewise for that particular station. 
Now in the meantime when that happened, they point to us, and say 
we are operating on about a 500-gallon basis per day, they paint us a 
picture that we would increase our gallonage possibly twelve, fifteen, 
eighteen, maybe two thousand gallons. Now, there are many of us 
in the United States that are quite weak, and those that are weak fall 
for things like this, and they do that. 

Then when they do that, that creates a price war. The other com- 
panies come in, take pictures of the signs, take them into their home 
offices and look them over. They compare them and then they come 
in to their other dealers in order to meet this competition, and they 
cut the wholesale price of gasoline to these particular operators in 
certain areas. These areas are made by the major companies. It 
doesn’t comprise an entire area, just certain areas, and they leave other 
towns alone, for that particular reason of continually causing 
dissension. 

Now we have experienced in the past year and a half or possibly 
longer, price discrimination to the extent of a guaranty of 4 cents a 
gallon, regardless of what the gasoline would be retailed for, providing 
that. all the companies or all the dealers in that particular area joined 
in it, and their signs were altke. 

Still on the other hand other stations in the surrounding areas 
would be left alone and would be told to do the best. that they could, 
and when you would ask for help of some sort other than cutting your 
price, the salesmen would come in and paint a picture to you that you 
sold so many gallons of gasoline, so many tires, so many batteries, and 
so on, and you had made possibly four, five, or six hundred dollars a 

month after expenses. He sees no reason why you should be given 
any reduction in the price of gasoline unless you would put a price- 
war sign out, the same as these other stations did in these areas that 
were given this assistance to begin with. 
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Now that isone. I guess the second one to that is how the company 
arrives at what they call a restricted area. They restrict us into 
certain areas. They don’t go all over, just in certain areas, and they 
do that, and of course that takes in the salesman’s tactics, too. ‘That 
is his procedure. 

Now on that I am very well acquainted with it, because I have 
experienced it. I have a large station and I have a high rental for 
a small community, and in order to meet that rental 1 have to sell 
quite a bit of gasoline. Now when the surrounding areas have their 
price wars my gallonage drops to practically nothing, let’s say from 
000 it will drop to 250 a day. That is 250 gallons, and with that your 
better customers go, because the customers that go to these places— 
it is a little bit out of their way—they buy 15, 20 gallons of gasoline 
at a time, and the only ones that stay with you are the dollar 
customers. 

Well, you have no opportunity to sell a tire or a battery, and 
naturally your sales as a whole drop off. I have talked to my sales- 
man several times and asked him can’t I be given assistance of some 
kind. Naturally he will come to me and say, “What do you mean?” 
And I will say, “Either I would like to have the same price that you 
are giving the surrounding areas or a reduction in my rental,” and 
he in turn paints a picture to me, “You have got to put a price-war 
sign up the same as what these competitive areas have up,” which 
is most of the time almost, a 4-to-5-cent drop in the original price of 
gasoline that we retail. ' 

“So then I come in and I take pictures of your sign and your sta- 
tion, and establish the distance that you are from these areas that 
you are being hurt by, take them into the home office. We discuss 
them, and then we in turn come and would give you assistance.” 

That is the only way that any of us that are not involved in these 
particular areas that they have created can get this assistance, and in 
our particular area we have managed not to fall for any of those 
tactics. We have managed to keep above it, but slowly and surely we 
are being squeezed until either we have to, or just go out of business. 

Then they eliminated that particular way of operating, so they 
came to a basis that we would find out too much, and knew possibly 
from their own drivers or from reliable sources or talking to these 
dealers in these areas that were getting these assistances, and even to 
the extent of seeing some of the invoices. 

As a matter of fact, I have one myself. It was a mistake that I 
got it, but I did, and we knew just exactly what we were talking 
about when we approached them and asked for these rebates and 
couldn’t get them. 

So they turn around and they pay these men in these areas on a 
royalty basis, over a monthly period of time. They would establish 
a certain amount of gallonage and these men, in order to get this 
royalty or rebate, would have to meet that gallonage. When they 
surpassed that amount of gallonage, then they would be entitled to 
sO many pennies or dollars per gallon, or whatever it amounts to, 
back in the form of a royalty check. 

Now in the last 3 weeks or so something has happened in our 
State. What it is, I don’t know myself. I haven’t been able to find 
out, but all of this assistance has been taken away from these particu- 
lar areas, and everyone is on their own. But none of them in these 
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areas that were enjoying this assistance have wanted to raise their 
prices up to what we consider a fair retail price. 

It leaves us that have crusaded these prices—it leaves us in a spot 
that we either have to come down to their level and find possibly one 
of our children or somthing that we don’t want to feed too well, in 
order to say in business. That is exactly what it amounts to. I can’t 
say too much more. I would like to try to answer some questions if 
you would want to ask me any. 

Mr. Roosrvett. Well, Mr. Mazzei, I do not want to cut you off. 
Now if you have any more that you want to put in the record, you 
go ahead. 

Mr. Mazzer. If I did it would just be repetition of what I already 
said. 

Mr. Roosevett. All right. First, let me ask you, you say you 
represent the dealers in the country. You mean in an official organ- 
ization ? 

Mr. Mazzet. In the city. It is an official organization. 

Mr. Roosrvett. What is the name of the organization ? 

Mr. Mazzet. We call ourselves the Retail Gasoline Dealers Associa- 
tion, affiliated with the city of Monessen Chamber of Commerce. 

Mr. Roosevett. There is one thing that has been mentioned several 
times in the last couple of days in relation to salesmen’s tactics, and 
you have it on your list here. When a salesman speaks or acts for the 
company, have you ever been told at the time that you made your lease 
or your arrangement with the company, that the salesman was the 
official spokesman for the company, so that whatever he told you came 
officially from the company ? 

Mr. Mazzrt. Yes, sir. When I signed my lease, and I had already 
met the salesman—as a matter of fact, I signed the lease with the sales- 
man, no other person. He acted for the company, and 

Mr. Roosevett. Did he sign the lease? 

Mr. Mazzer. With the salesman, in his presence. 

Mr. Rooseveit. Who signed for the company ? 

Mr. Mazzer. I would say that he int would rather not say 
for sure, but I would say that he had signed. Then he in turn took it to 
the office, and whoever signed from there, I don’t know. 

Mr. Roosrvett. That would be, in my opinion, a most unusual pro- 
cedure if that happened, but we would like to have a copy of tha 
lease, if you could furnish us one, for the record. 

Mr. Mazzrt. I think I could. 

Mr. Roosrvetr. You have referred to the establishment of restricted 
areas, or areas within which these practices took place. So far as you 
know, you have never actually seen a map of an area? This is mostly 
what you have gathered from the discussion in the trade; is that it? 

Mr. Mazzet. No, there is no such a thing asa map. The only thing 
that we had to go on that, and it was substantial, was the companies 
had established and posted the price in their bulk plants, and how far 
that price prevailed, so if we take the city of Washington, they would 
say that the price prevailed from so-and-so street to so-and-so street, 
then beyond that street there was another price. Then beyond another 
certain boundary there was another price, if they had 3 prices, but 
most always it was only 2 prices, and those were always published and 

posted in the bulk plants, and it was open to the public. 
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There is some sort of a law that it must be done that way, and many 
of us in turn would call these different bulk plants, and they had to 
give us these prices. We could ask what was the price in such and 
such an area, and they told us that in that particular area the price 
was 21.9 or 22.9, or so on, whatever it may be, at the particular time. 
Many times in these cases that boundary would break off right at a 
particular place where there were 4 or 5 stations on this side of the 
line [indicating] and 4 or 5 more on that side [indicating], real close 
together, and they would fight, and that was the reason for it. 

The company had always anticipated that this thing would spread, 
and a lot of us were strong enough to refrain from taking hold of that 
particular propaganda and following through with it. Of course, we 
suffered in gallonage. 

Mr. Roosevett. Now, the so-called Chicago plan, is that a plan that 
guarantees margins of profit ? 

Mr. Mazzet. That was a guaranty of 4 cents a gallon, provided 
somebody started a price war. Now this would come under the sales- 
man’s tactics. The salesman would have to go out in the field and be 
successful in getting someone to put out a price sign in a price war 
much lower than what the prevailing sign had been, possibly we would 
say 4 or 5 cents a gallon off of the regular retail price. 

When that would happen it wouldn’t take long for all the salesmen 
of the different companies to take the picture of that particular sign, 
take it into their offices and discuss it, and they would. then come out 
and they would issue this type of’a statement : 

In order to meet competition—we don’t know who started this price war—we 
guarantee you 4 cents a gallon regardless of what you sell it for. 

And they would tell you what price to post. 

ae Roosrvett. Do you have any company-owned stations in your 
area ? 

Mr. Mazzet. Yes, sir—no, I think I misunderstood you there. You 
mean company-owned and operated ? 

Mr. Roosevei.r. Company-owned and operated. 

Mr. Mazzr1. The men work for wages? 

Mr. Rooseverr. Yes. 

Mr. Mazzet. No. 

Mr. Roosrverr. Mr. Sheehan? 

Mr. Suerwan. Before you get off the Chicago plan, what is your 
opinion of the Chicago plan ? 

Mr. Mazzet. Well, if they didn’t have any boundaries that was won- 
derful. That was what we were all working for, a 4-cent margin, 
more or less, but they were selling for 4 or 5 cents less a gallon than 
we were in order to make the 4-cent margin, so it was impossible to 
compete with them. 

Mr. Roosevett. In other words, they would not make it applicable 
to everyone? 

_ Mr. Mazzet. Oh, no, they drew the boundary. There were boundary 
lines that were drawn, and no one could tell them where that line 
should start or stop, and in our particular area we would feel safe in 
saying that all of Allegheny County, very small portions of Washing- 
ton, Fayette, and Westmoreland Countries were in this particular 
area, and the other outlying areas were left to fight amongst them- 
selves, or do what they could with whatever remaining business there 
was left for them to try to induce to come into their service stations. 
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Mr. Roosrvetr. Mr. Steed ? 

Mr. Streep. We have had a lot of testimony about this price-war 
situation, and if we assume that oil companies are operated for some 
reasonable or sensible business reasons, it would be interesting to know 
just why a price war is started. Some testimony has indic: vated that 
the major companies would foment a price war, either to move over- 
supply of products, or to drive out some independent who tried to 
invade a particular territory. In all your discussions with your fel- 
low-operators and the company representatives with whom you do 
business, has there been any discussion about that phase of the opera- 
tion ? 

Mr. Mazzrr. Why, it doesn’t sound like it makes sense, but it does 
when you look at it over a long picture. What I mean by that, over 
a long period of time. It has been put to us this way: 

We will take for instance, my son drives. He takegthe car this 
evening, and I allow him to have a dollar. He goes to a service sta- 
tion and he buys the most that he can possibly buy for that dollar. He 
looks at the gage. He is not concerned about how much gasoline or 
anything, excepting that he goes as far as he can go, and gets back with 
that gasoline tank empty. 

Now if he could only buy 3 gallons with a dollar, that is exactly 
what he would burn. On the other hand, if he could buy 5 gallons 
with the dollar, that is exactly what he would burn. When you meas- 
ure that against what the companies do over an entire picture, it is a 
tremendous amount of gasoline that is being consumed foolishly, and 
they do accomplish that one point of selling, and when they are selling 
a lot of gasoline, more than what they usually sell, more volume, they 
can afford to make possibly—I have no way of knowing what their 
margin of profit is—but if we said it was a penny and they cut it down 
to a third of a penny, and sold five times as much gasoline, they are 
making more money. 

Mr. STEED. Are there any of these off-brands or so-called independ- 
ent gasoline wholesalers operating in your area? 

Mr. Mazzer. Yes, there is. 

Mr. Streep. How long have they been operating ? 

Mr. Mazzet. For quite some time. Before my time in the business, 
and I might say that they don’t hurt the major companiess to any 
noticeable point, because just everyone don’t buy the off-brand gaso- 
line because they have a particular thought of what it does to their 
motors. A lot of people think as much of their motors as they do their 
home, and they do put the best in it. 

Mr. Streep. Do these off-braiad retailers participate in these wars? 

Mr. Mazzxrr. They have always maintained anywhere from possibly 
about 4 cents a gallon under what we considered a fair trade price and 
when the wars come they do everything that they can possibly do to 
stay under them anywhere from 1 to 3 cents. They can’t possibly go 4, 
but they do go 1 to 3 under them. They put their sign out. That is not 
exactly a price war, but you can buy that much cheaper at their sta- 
tions, and they advertise it as top-grade gasoline, which I think is legit- 
imate. I don’t know for sure; as long as it meets a certain octane rat- 
ing I think you can advertise it that way. 

Mr. Strep. Well, if the argument you say the company representa- 
tives make about getting people to burn gasoline foolishly by selling 
it cheaper is a good argument, why Soule not these off-brand stations 
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get all that kind of business, because if anybody is foolish enough to 
urn gasoline just because it is cheaper, they would not be apt to be 
very careful as to the brand, would they ? 

Mr. Mazzet. Well, they do get their share. They get more than 
— share. I would say that they enjoy the largest gallonage that 
there is. 

Mr. Streep. And you have no knowledge of your own that gas wars 
have been fomented for the purpose of driving out these independ- 
ent or off-brand wholesalers or oil companies ? 

Mr. Mazzet. No, sir. In these particular areas that I speak of, in 
this one particular strike area, there is no off brand gasoline. They 
are all major companies, and they continually fight amongst their- 
selves, so the salesman tells us, and we cannot arrive at any specific 
answer as to which was the first company that started the price war. 
It is just merely a case of passing the buck from one to the other, 
and then the honest and legitimate dealer like myself and others in 
the small communities, we stay there and suffer. There is nothing 
we can do about it, and we have many times crusaded these particular 
areas, and attempted to get them to come up to within a certain legiti- 
mate margin, not up to us, because we felt that they didn’t have the 
drawing power that we had from our own towns, that they had to 
depend on a lot of transient trade, and highway trade, and people 
from our communities to go there and buy. 

We have been successful, but it doesn’t stay. When we manage to 
get them up to a certain price in no time at all, possibly a day, 2 or 3, 
some other salesman is successful in getting them back down again. 

Mr. SuHrenan. Most of your testimony has to do with the price war 
on gasoline. How strenuous is your objection to the tie-in with the 
accessories, tires, and batteries? 

Mr. Mazzer. On tires and the TBA items, I can’t talk too much on 
that, because in my case it is in my lease that I will handle my own 
company’s products, but I have been told by the president of the com- 
any in my particular area, when he schooled me a little bit, “Don’t 
ose a sale.” 

Mr. Roosrvetr. What company ? 

Mr. Mazzet. American Oil Co., and I asked him, “What do you 
mean by those words,” and he says, “Well, if you have a man that is 
strictly Goodyear, and you are selling our name-brand tire, which is 
Amoco, and he walks out your door, you know that he is going some- 
where tc buy a Goodyear tire. If you can possibly get him a Good- 
year tire, get it for him.” Now, that is good business. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Roosrvert. Mr. Arnold? 

Mr. Arnotp. No questions. 

Mr. Roosevetr. Thank you very much, Mr. Mazzei. I noticed your 
sheet taiks about a Mr. Dudas. Is he here? 

Mr. Mazzer. Yes, Mr. Dudas is here. I don’t know whether he 
could add anything to it, or not. 

Mr. Roosrverr. All right. Thank you very much. We appreciate 
your coming. 

Mr. Steep. Mr. Chairman, for the sake of the record, I believe it 
would be well to have Mr. Dudas’ full name. 

Mr. Roosrvert. Mr. Dudas, will you kindly give the reporter your 
full name, because we do have it on our list, and I want to make sure 
that we have it correctly. 
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Mr. Dupas. John Dudas, 532 Schoonmaker Avenue, Monessen, Pa. 
Mr. Roosrvett. I think our last witness for this evening is Mr. 
William D. Snow. 

Mr. Snow. 


TESTIMONY OF WILLIAM D. SNOW, TOLEDO, OHIO 


Mr. Roosrvetr. Please raise your right hand. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Snow. I do. 

Mr. Roosevetr. Will you give your full name and address, and your 
affiliations, to the court reporter ? 

Mr. Snow. Mr. Chairman and gentlemen, my name is William D. 
Snow. I am a lawyer with offices at 970 Spitzer Building, Toledo, 
Ohio, and much of my time in the practice of law is spent in repre- 
sentation of the National Congress of Petroleum Retailers, which is 
a national trade association of service-station operators. It is a rep- 
resentative trade association, having affiliated associations in many 
States. 

I also represent the Ohio Gasoline Dealers Association in Columbus. 

Mr. Chairman and gentlemen, the witnesses to whom I have lis- 
tened and whose testimony I have read have given many examples of 
the individual abuses and bad business practices with which our asso- 
ciation has been concerned. I am kind of like Mr. Faxlanger in 
that I brought along a number of files of complaints which represent 
individual service-station operator’s complaints in lease cancellation 
cases, some of them discouragingly harsh, and of abuses on TBA pres- 
sure and requirement of handling only the supplier’s line of tires and 
accessories, and complaints of being obliged to work more hours, kee 
open more hours and Sunday, when the operator wished to be closed, 
and multitudes of other complaints. 

In view of the dinner hour now being upon us, and in view of, I 
think, rather adequate illustration of most of those complaints which 
these witnesses have made, I am not going to tire the committee with 
those things, except to say that I wish that the people who have en- 
trusted their complaints to me might have heard the interest and might 
have been here. This is the kind of congressional hearing which for 

them ought to have been televised instead of the others. I think they 
would have taken time even from their busiest days to listen to it. 
They would have been very reassured by the interest and the under- 
standing which each member of the committee and the staff has shown 
in receiving the testimony which has been offered and by the under- 
standing the questions asked in regard to those complaints. 

Mr. Roosrvett. Mr. Snow, we thank you for that, but I think we 
might also make plain to you that if you care to submit any notarized 
and sworn testimony that you have to the committee to insert in the 
record, your are free to do so. 

Mr. Snow. Thank you, Mr. Chairman. I will take advantage of 
that with respect to a few of these instances, which may perhaps illus- 
trate fact patterns that have not been presented in this testimony. I 

will do so at the next session, if I may. 
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When dealers experience these problems they invariably suffer a 
sense of defeat, futility and despondency. They don’t know where to 
go and they give us their complaints, and frequently I don’t know where 
to go either, but we are here, and it would have been very reassuring 
to them to have heard the way in which you received that testimony 
und understood it. 

So passing that momentarily, the committee having heard these in- 
stances, has asked two questions upon which I will touch. 

One was the question that Mr. Steed raised, which is, Why do 
they do this?) What advantage is there to the supplying companies 
in crushing down the income and smashing down the retailers and 
their take-home pay, smashing down the income and the freedom 
of the service-station operators? 

He asked the question particularly of Ohio, but I think also the 
question has been raised with respect to other areas. Why do the 
oil companies seek to reduce the income of the service-station oper- 
ators? What advantage is it to them? And the answer is found 
and I think can be best explained in terms of the history of the 
operation of service stations. 

The first service station was opened by Standard Oil Co. of Ohio 
about 1912, a few miles east of Columbus, and im the beginning 
almost all automotive service stations of the type we think of as 
automotive service stations as distinguished from a hardware store 
which sold gasoline in a drum (the motorist getting his tank filled 
with gasoline from that drum) were company operated. The first 
automotive service stations and all of the first automotive service 
stations were started and operated by the major oil companies and 
became integrated into the operation of the supplying companies. 

That was true, through the twenties, of practically all of the auto- 
motive service stations as distinguished from the hardware stores 
and the miscellaneous stores which had now called the handling of 
gasoline in drums for sale to motorists. 

Practically all of those stations were company owned and company 
operated. 

Then with the advent of chainstore taxes, which, of course, placed 
a mounting or graduated rate upon successive chainstore units—if 
you operate 2, the second unit costs $200, the third unit costs $300, 
the fourth unit costs $500 in taxes, and so on—came a change. With 
the adoption of chainstore taxes during the depression, or the be- 
ginning of the thirties, it became a matter of tax necessity, first in 
Towa, to sell the stations or to lease them out to independent oper- 
ators, and the practice of leasing them, because it was initiated in 
lowa, was called the Iowa plan. 

Of course, what began as a matter of necessity became a matter 
of profit, of advantage, because it was found that the individual 
retailers would work longer hours, would struggle harder against 
adverse conditions than would employees. They didn’t have to pay 
them overtime; didn’t have to pay them to have their wives keep the 
books or their children to work after hours. 

Mr. Roosrvetr. Mr. Snow, could we interrupt you for just a mo- 
ment? Mr. Sheehan would like to ask you a question on that point. 

Mr. Sueenan. It is hard for us to go back, and sometimes we have 
to ask the questions as they occur, and we must interrupt at that time. 
The only thought in my mind is that you expressed the thought 
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that State legislation prohibited the accumulation of gasoline stations 
and caused the companies to resort to lessee stations. 

Mr. Snow. That is correct; the chainstore tax was the exact thing, 
sir, which initiated that development. 

Mr. Sueenan. In other words, legislation did not prove good and 
proper in this case. Its end result was to bring on more abuses than 
it cured ? 

Mr. Snow. Well, I wouldn’t say that. It is not our place to advo- 
cate or not to advocate chain-store taxes. 

Mr. Sueenan. That was just a passing observation. 

Mr. Snow. But it did have this benefit, I would say. As a small 
business trade association we are in favor of small business, we are in 
favor of widely distributed ownership of private productive property 
and private productive facilities. We would rather have our people 
be small independent businessmen, even with the problems, than to be 
just employees. 

Mr. Sueenan. This legislation, in fact, made possible the advent 
of the small station operator ? 

Mr. Snow. Yes, it initiated it. But when it was found to be profit- 
able, when it was found that men worked better for themselves than 
they do as employees, the management was extended, the system spread 
was out as an economical method of doing business. But looking at 
it historically, the companies chose it then because it was cheaper in 
the areas where there were chain-store taxes. They chose it because 
it was a cheaper method of distributing gasoline. 

Well, now, why do they want to keep down the dealer’s margin? 
Because the dealer’s margin is part of the total price of gasoline. The 
retailer’s margin is the cost of distributing gasoline to the consumer, 
and there is the same motive to keep down that cost as there is to keep 
down any other cost; as there is to keep down the cost of leases, or as 
there is to keep down the cost of drilling and equipment ; to keep down 
the cost of scientific services, discovery, and exploration; as there is 
to keep down the cost of refinery establishment; as there is to keep 
down the cost of refinery labor; as there is to keep down the cost of 
transportation ; as there is to keep down the cost of the bulk plants and 
warehousing and distribution Fonisinnn There is an incentive to 
keep down all of those costs, and there is an incentive to keep down 
the cost of distributing gasoline in the service stations, this cost. being 
the gross margin to the men selling gasoline to the consumers. 

Now, Standard Oil of Ohio’s experience as shown in testimony in 
the Labor hearing, before Mr. William Leiserson, is that it was a great 
deal cheaper to distribute gasoline through service stations than it 
was through employee stations; it was cheaper to distribute it through 
the individually operated service stations than it was through the 
employee stations, the labor cost per gallon being 7 to 9 cents in em- 
ployee stations and dealers margin only 3 to 314 cents per gallon, at 
that time. 

Mr. Rooseveur. Would you say the name of that man again, testi- 
money before whom ? 

Mr. Snow. Mr. William R. Leiserson, who was an arbitrator, or 
hearing officer designated by the Labor Department. 

Mr. Roosrvevt. 5 Michigan or Ohio? 

Mr. Snow. In Cleveland, Ohio; the Standard Oil Company of Ohio 
was the employer, and the service station employees’ local union of 

















DISTRIBUTION PROBLEMS 247 


the Teamsters’ Union, which was represented by Phil Hanna, the 
business agent, was the union involved. 

Mr. Arnotp. Was that mentioned in somebody else’s testimony ? 

Mr. Snow. I think Mr. Katz mentioned that. In his testimony he 
said that 7 to 9 cents was Standard’s labor cost per gallon in the com- 
pany-operated stations claimed by their attorney. That was 15 years 
ago, and must be considerably higher now. 

Mr. Steep. Right there, Mr. Snow, by employee station, do you 
actually mean company owned and operated ? 

Mr. Snow. Company owned and operated, where there is a manager 
and the manager works 8 hours, and then there is another manager, 
a staff of driveway salesmen, and so forth. 

So the incentive to keep down the margin which the retailers get is 
the same as the incentive to keep down the wages of the refinery work- 
men to keep down the portion of the total retail gasoline price which 
has to be paid out. The more that you keep all of those costs down, 
why, of course, the more you have left out of the total price, and I 
think it is generally recognized that these companies are very sophisti- 
cated in their pricing policies. 

Dr. Learned did a survey, an article, or thesis at Harvard on the 
pricing policies of Standard Oil Co. of Ohio, and his study tended 
to show that those policies were in response to market pressures, but 
he also very clearly showed that the company begins its pricing poli- 
cies at the retail level. The point at which they start is, How much 
will the public pay for gasoline, and how much gasoline can we move 
at each price level /—the answer indicating what is the optimum price. 
The optimum price—meaning the highest price the traffic will bear 
to move the amount of waatlidia required to be moved is the goal. 
It is a multiplication of the profit per gallon times the number of 
gallons to be sold at various price levels, and the attainment of that 
optimum price is the first objective of the pricing policies which are 
worked out by the very sophisticated people who are doing a very 
good job for their companies in that respect. 

Then the second step is to see how little of that price they can give 
the retailers for the selling and installing of this gasoline, just as it is 
the job of the production department to see how to produce good gaso- 
line as cheaply as possible—to see how little they can spend to do it. 
That is the hedia economics of the operation. 

Now, they have been so very successful in this, in cutting down the 
retailers’ margin, that they have almost been too successful and they, 
have sueceded in eliminating their retailers at a rate at which it is 
now becoming difficult to replace them. 

I don’t think, as some people may have felt in the heat of their 
feelings, that the companies really desire to crucify these dealers; 
they don’t wish to bankrupt them. They are indifferent whether they 
bankrupt them or not so long as they can replace them. It isn’t their 
policy to replace them, but they are indifferent. as to whether they have 
to or not as long as they can. The policy is simply to distribute gas- 
oline at such price levels as to give to the retailers-as little of the total 
retail price as possible, and if that policy results in eliminating a cer- 
tain number, they are indifferent to that. so 1 as that number can 
be replaced. When it becomes impossible to replace them, then there 
1s concern for that, and we begin to see a flood of articles and various 
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proposals in magazines about “There is good money in service sta- 
tions.” 

Thus historically, the explanation of why they want to try to keep 
the retailers’ margin down, is that they fix the retail price first, and 
then give the retailer as little of the total as possible. 

Now, how is the retail price fixed ? 

Mr. SHEEHAN. May I interrupt there, Mr. Snow? 

Mr. Snow. Yes, sir. 

Mr. SuHeeHan. Then the oil companies would be giving rather 
dubious benefits by forcing the retailers to take a very small margin of 
profit and pass more savings on to the customers; would they not? 

Mr. Snow. No, sir, they don’t. The price is fixed without regard 
to cost. The price is fixed in terms of how much gasoline you can 
move, and they have elaborate statistical departments. They deter- 
mine how much gasoline can be moved, the price at which the required 
quantity of gasoline can be moved to the public. 

Mr. Sueenan. I doubt that they can control the economy that far. 
I mean, after all if the gasoline dealers pass the gas on with no profit 
or no overhead at all, the ultimate consumer is getting it cheaper. 

Mr. Snow. No, not if the wholesale price is higher. There are many 
instances 

Mr. SHeenHan. You mean to tell me, then, that every major oil com- 
pany regulates, or works together to regulate the price of gasoline, 
which they would have to do in order to make that statement true? 

Mr. Snow. I don’t say it the way you have said it, but I mean to say 
something which will mean about the same. Now, throughout the 
United States, in every county and every State, there is one company 
which is the established reference marketer. Now, I don’t say that on 
my own authority. It is recognized in the industry generally. It is 
recognized by eee in the trade press; it is recognized all over by 
just about everybody in the industry who deals with gasoline prices. 

Mr. SHeeHan. What you mean is that, if United States Steel sets 
the price, the price to everybody goes up or down at the same time? 

Mr. Snow. Yes, sir. It isn’t one company in the oil industry how- 
ever; there are 8 reference marketers—1 in each of 8 areas. There is 
a reference market in every county, in every State and in every county 
of every State. 

For example, Standard Oil of Indiana has a subsidiary which op- 
erates in Ohio. If Standard Oil of Ohio were to operate in Indiana, 
they would follow Standard of Indiana’s price. If Standard of In- 
diana’s subsidiary operates in Ohio, they follow the Ohio prices. 

Mr. SueeHan. Would you say that was a monopoly? 

Mr. Snow. I am not going to use that term. I think that is a legal 
conclusion. All I can do is state the facts. 

Mr. Sueenan. I mean it seriously, for our committee. That is why 
we are looking into it, to try and rectify the wrongs. If that is so, 
eae we know it, as members, the better off the industry is going 
to be. 

Isn’t that right, Mr. Arnold? 

Mr. Arnoxp. I might say for the record, and also for background, 
that there have been several cases filed with the Department of Justice 
which allege that this conspiracy to maintain wholesale and retail 
prices is a monopoly in violation of the Sherman Antitrust Act. That 
is the basis of the California case now pending where the oil com- 
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panies are being prosecuted. General Brownell’s cases allege that the 
oil companies act as if they were one single concern under one single 
management. 

Now, I agree with Mr. Snow that this is still in the realm of a court 
decision to be made and that is not for us to do, at least not for the 
witness to do. 

Mr. SHeewan. But it is for us to check into the facts. 

Mr. Roosevett. Do you have a map which illustrates that situation ? 

Mr. Snow. Yes,sir, do. May I just finish clarifying my answer to 
Mr. Sheehan’s question ¢ 

Mr. Roosrvetr. Surely. 

Mr. Snow. Let me quote a little statement of Judge Stanley Barnes, 
who is the Assistant Attorney General in charge of the Antitrust Divi- 
sion. He is a very sincere and conscientious man, incidentally. In 
discussing this thing with him, the same line of discussion as we have 
just had as to whether it is a monopoly or not, and of course we bring 
out the point, well, we can’t prove it; if there is any agreement we 
can’t prove it. 

Mr. SuHeeHan. You might say a monopoly or price fixing. 

Mr. Snow. Mr. Barnes said, “Don’t agree; just follow the leader.” 
They don’t agree on prices, but they just follow the leader, and accept 
a pattern by which they know who the leader is in every State and 
every county. Now, they don’t have to agree to fix the price; they 
just have to acquiesce in the system of following the leader, and that 
matter, incidentally, was rather fully set out in a petition which was 
liled against all these major companies and the American Petroleum 
Institute by the Justice Department when Mr. Arnold’s father was 
Assistant Attorney General, and because of the complexity and other 
reasons, that case was eventually dismissed without being brought to 
trial, but I can show you the map based on the material which the 
Justice Department had in that case which would show in each State 
and in each county the company which is the price leader and the 
companies which follow. 

So it is a pattern of price leadership and of course the price leader- 
ship is at the retail level as well as other levels, and the company 
which is the price leader has the task of enforcing those decisions 
which are made about retail prices, and also of enforcing the decisions 
which are made about deaiers’ margins, how small they shall be. 

_ Mr. Faxlanger and I have very many papers, and it takes a little 
time. 

Mr. Rooseveut. Off the record. 

( Diseussion off the record.) 

Mr. Roosevetr. On the record. 

Mr. Snow. Now, here is a map in color. It is drawn from the 
material that the Justice Department had available, you see. There 
is one change in this map, but otherwise it is the same. In New 
England Socony-Vacuum Co., New England and New York, Standard 
Oil Co. of New York combined with Vacuum Oil Co. is the reference 
marketer, exercises price leadership, and is followed by the other 
companies, 

In the, Midwest, here is Standard of Indiana—I should say in the 
Midwest States shown, Standard of Indiana, and in Ohio it is Stand- 
ard Oil Co. of Ohio.. The yellow is Standard Oil of Kentucky, which 
is not a wholly integrated company. It is a marketing company, but 
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it is very closely related to Standard Oil Co. of New Jersey. The 
purple shows Standard Oil of New Jersey. 

Now, in Texas, the Texas Co. was once the market leader, I think, 
but they made this change, that Humble Oil which is a Jersey Stand- 
ard subsidiary is now regarded as the reference marketer in Texas. 
I can’t state that about the Texas Co. of my personal knowledge as 
I don’t have any personal dealings in Texas on that, but that is a 
matter of discussion. 

On the west coast, Standard of California, and then Continental 
through the Rocky Mountain States. 

You notice that a breakover may occur like in that instance [indi- 
eating], but the companies operating in these areas are very careful 
to observe those prices. 

Here is Ohio County, W. Va., that little tip of West Virginia that 
juts up there between Ohio and Pennsylvania. Now, Gulf has no 
bulk plant in Ohio County, so Gulf delivers gasoline from Pennsyl- 
vania over into Ohio County, but when the truck crosses the river it 
begins to observe the prices of Standard Oil of Indiana instead of 
the prices of Atlantic Refining Co. in Pennsylvania. Like all com- 
panies, Gulf is careful to observe the prices of the reference marketer 
in each area. 

In the State of Kentucky, the home State of the Standard Oil of 
Kentucky, Gulf outsells Standard of Kentucky, but Gulf makes no 
effort there to be the reference marketer. It acquiesces, though its 
gallonage is larger in the State of Kentucky than is Standard of 
Kentucky, it acquiesces in the price leadership of Standard Oil of Ken- 
tucky. 

So it’s a price-leadership pattern. Remembering Judge Barnes’ 
phrase: “Don’t agree; that is illegal, but if you follow the leader and 
there is an established reference marketer or price leader, then you 
achieve the same results, and those policies as determined are, of course, 
enforced upon the retailer.” 

Now, then, again the question as to why these companies do this. It 
is because they wish to reduce, to keep as low as possible, the cost of 
distributing gasoline. They did it at first with the retail price and 
they wish to keep as large a part of that for themselves as possible, as 
it is good business to make the largest possible profit. We don’t say 
it is wicked, but do we say it is a destructive business practice, and that 
it. denies retailers economic freedom and opportunity. 

Mr. SHEEHAN. You would share the wealth, too, if. you got it? 

Mr. Snow. We don’t say it is wicked, but we do say they are destruc- 
tive business practices; they are predatory business practices in the 
sense that they do not, like most business transactions, tend to enrich 
both parties. 

When Mr. Sheehan’s bottle plant supplies mix to bars, the bars 
make more money out of that mix than he does, but they both profit 
from the transaction, and most business transactions are founded upon 
the concept that both parties should benefit. But in the retail pe- 
troleum business it is rather different. The relationship between sup- 
pliers and retailers involves exploitation of retailers in that the sup- 
pliers engage in predatory practices where they profit by using up 
the retailers, by using them up and then canceling them out. 

Now of course man is a predatory animal, as far as that is concerned 
and unlike some of the gentle herbivorous species, the human animal 
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at one and the same time may prey upon his own species as well as upon 
other species. However, the whole progress of civilization has been 
in limiting those predatory practices, has been in restricting them. 
That is, I suppose, the consequence of religion and culture and of all 
of the things that we value, to limit those predatory practices and to 
restrain them. It is the function of the antitrust laws to limit preda- 
tory practices in business not from the standpoint of the moral con- 
cept, but because competition which destroys competition presently 
leaves only monopoly, and that means ultimately the monopoly, I 
suppose, of statism, the monopoly of communism, the monopoly of 
fascism, or the monopoly of the supergovernment. 

We believe in competition, but competition which destroys competi- 
tion is not entitled to be preserved under the same concept. 

Mr. Sreep. Mr. Snow, this is a little different from the philosophy 
you are giving us, but while it occurs to me I want to ask you this: 

In these company-owned and leased stations, is it possible for the 
company or for an agent of the company, acting for himself, or for 
the salesmen through taking advantage of some situation known to 
him to make a little windfall profit or some money by canceling the 
lease of one man and putting a new man into the station? 

Mr. Snow. No; I don’t think so. I don’t think that would be a very 
big problem, anyway. You mean commercial bribery and that sort of 
problem, and I don’t think it is a very big problem, as far as injury 
to the operators from it is concerned. 

Mr. Srrep. We had some testimony here where a man’s lease was 
canceled. He was unable to sell his equipment to his successor. Is it 
possible for a location to be so desirable that some salesman could pos- 
sibly be bribed by somebody who was coveting that site? 

Mr. Snow. It is possible, but it isn’t the core of the problem at all. 

The salesmen are pawns in the thing, too. When you read the tran- 
script of the Sun case now going on in Philadelphia, the statements of 
those salesmen who were testifying against Sun, you realize what 
pawns they are. They don’t play the game at all; they are just moved 
around on the chess board by somebody else. 
_ Mr. Hipple who testified here about conditions when he worked for 
Standard, was pretty positive about it that he even was right when he 
worked for Standard. You see what I mean? He is a very sincere 
man, but the climate of opinion which is created in the salesmen is one 
of automatic reactions through indoctrination, and they become just 
an apparatus of carrying out company policy. I don’t think there are 
many examples of commercial bribery ; there are probably some. 

Mr. Sreep. Well, as I have reviewed some of our testimony, we 
have had cases called to our attention where the operator was moving 
a desirable amount of gallonage, even increasing, but because of some 
other disagreement with the company they canceled his lease, even to 
the extent of putting in a new man who could not move as much gallon- 


age, and in those cases they had not had any difficulty with the operator 
as to the price freeze-out. 


Now, why has there been so much of that ? 

Mr. Snow. Well, that testimony possibly did not bring out—or 
maybe you did sense in some of that testimony—that that is done 
deliberately by the company. They have to have a certain number of 
ruthless dismissals in order to establish their domination over the 


retailers. You see, the retailers don’t fear the company as much if 
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they don’t occasionally get cashiered. If somebody doesn’t go to jail 
for drunken driving, i am not afraid to drive drunk. So, the system 
of an occasional dismissal, an occasional groundless eviction estab- 
lishes the dominance of the company over the retailer. It instills fear; 
it makes them more dependent, and they frequently pick a victim for 
that purpose—a person who is sufficiently well known that it will be 
a, good case to show their authority. 

I have one case here that I will submit which I will quote part of 
the file on. It is the case of Roy Martindale, who was a Pure Oil 
dealer in Dayton, Ohio, for 18 years. Roy Martindale did everything 
the Pure Oil Co. wanted him to do, except that he was an aggressive 
retailer and he went to Dayton Tire & Rubber Co. and he got a better 
price on tires, so he sold their tires when he had to sell a cheaper tire. 
He didn’t push their tires particularly, but he got a better price out of 
them and he could sell them cheaper. Then other Pure retailers in 
Dayton were beginning to do the same thing. So Martindale after 18 
years in this location, having opened it for the Pure Oil Co., as a 
matter of fact, was chosen to be the example. In June they sold him 
his antifreeze for delivery in October, got him signed up on it; also 
in June they sold him a 6 months’ stock of batteries and other equip- 
ment. But in July on 9 days’ notice, after 18 years, they canceled his 
lease. 

I talked to many dealers in Dayton as to what was the reason for 
it, and to other Pure Oil dealers who thought they might get this 
notice too. I assured them they wouldn’t; they only cancel 1-or 2, 
that isenough. One dealer seiik “T don’t know, the salesman told us 
we'd better watch out because they got Martindale and they will prob- 
ably get us.” And that stopped Dayton tires in Pure Oil stations in 
Dayton. 

Mr. Sreep. In that connection, is this same so-called nationwide 
cartel or price-fixing device of follow the leader, does that also work 
in certain territories that are assigned to the different companies that 
they may be cut off? Is there the same leadership system on lease 
cancellations ? 

Mr. Snow. I don’t think so. Some companies are a great deal more 
severe in that than others. Now in Ohio, Standard Oil Co. crushes 
that margin down so close that only the more favored dealers can make 
a living at all, I mean make a decent living, I will put it that way, 
without grinding away their lives there, yet Standard is one of the 
fairest and most moderate companies in their relationship with their 
lessees so far as lease pressure is concerned. In fact I would say of 
all the companies operating in Ohio, having a large number of stations 
in Ohio, Standard would almost be a model company, as far as the 
lessee relationship is concerned. No; I don’t think that is left to the 
price leader. That is uptoeach company. I mean they do what they 
want to do and the other companies do what they want to do in the 
leadership area as far as cancellations are concerned. That is just a 
company or local matter that depends on—well, maybe not local, but 
I don’t think there is any agreement about that or any understanding. 

However, just to show the futility of the thing, I will finish the case 
of Martindale. I thought the reason for it was to make an example 
of him to get those other dealers frightened so they would get rid of 
those Dayton tires. However, the cancellation was sent on the 1 

day before the termination date, rather than 10 days before. To be 
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10 days before. it would have had to be sent on the 11th day before the 
anniversary. Under Ohio law the cases hold that where there is a 
termination or cancellation clause that says 10 days’ notice, it means 
10 days’ notice, not 9 as was given here. ; 

So on that basis, and with some concerted action, we were able 
to keep Martindale in there. But for how long? For 6 months. 
He had a 6 months’ lease, and on the next anniversary date, he 
had his cancellation notice the full 10 days in advance. By being 
right by winning, we could keep him there only 6 more months. So 
it was a pretty good example for other operators and the other tires 
went out. 

Martindale got his notice, and then the Pure salesman doesn’t have 
to say to their other dealer, “You get those Dayton Tire & Rubber 
Co. tires out.” He will say, “Well, Martindale got his for having 
those Dayton tires. I guess a few more will get it, too, over this.” 

Anyway, not to proceed with this further, but to proceed with 
another of these points raised by members’ questions. On the ques- 
tion of price wars a number of questions were asked, and we do have 
somuch material here on it that I would just like to make 2 or 3 
observations. 

A price war, you might think, is between the dealers, but, of course, 
they have little to do with making it, yet the consequences of that 
price war are so devastating in terms of the three groups of dealers 
who are concerned. First are the dealers who are outside the circle of 
the price war so far as the subsidy is concerned—a price-war subsidy, 
temporary economic allowance, or whatever the name is. Under 
such plans the company picks out a few people in a small area and 
gives them a reduction. 

The subsidy or Chicago-plan pattern is used all over by all com- 
panies. They have too much gasoline, or they want to cut the dealers’ 
margin, or they want to whip an independent into line, one of those 
things, so they go to a few dealers in a small area and they say, “Now, 
it looks like there is a tough situation here, and this other gasoline 
is hard to beat, and we are just going to have to get more competitive, 
so we will give you 4 cents or 3 cents guaranteed margin if you cut 
prices as directed. Your present margin is 5 or 6 cents, so we will 
guarantee you 3 or 4 cents. You can drop your peu a nickel a 
gallon. We will still guarantee you 3 cents, providing you just go 
along, and just think how much gallonage you will sell, because your 
price will be down and you will increase your gallonage. Of course, 
your guaranteed margin will only be 3 or 4 cents, but you will increase 
your gallonage, and you will make it all back.” 

So he drops a det He gets his guaranteed 3 cents or guaran- 
teed 4 cents, but around him are hundreds of dealers who don’t get 
that concession. They have no means of meeting his price. The 
only way they can do it is to give away all their margin. The only 
way they can come down a nickel is to give up the whole nickel, the 
whole 5-cent margin they are getting, so they are impoverished in 
an effort to meet that competition. ey can’t completely meet. it. 
They meet it three-fourths of the way, so by taking a 4-cent loss 
on one account or on a few accounts, the companies are able to force 
Scores or hundreds of dealers to take the same loss, and the dealers’ 
loss is 10 times that of the company’s. 
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Now that is the effect on the surrounding dealers. In considering 
the effect on all dealers, we next come to the effect on the dealers 
who are in the circle. Now those subsidies are never continued very 
long, without some change; 90 days, 4 months, 6 months, and the 
dealer’s in the circle, their prices way down, maybe from 29 cents 
to 22 cents. All of a sudden they get a notice “subsidy withdrawn.” 

Now this dealer has built the business on 22-cent gasoline. The 
moment he gets that notice, “Subsidy withdrawn,” his wholesale price 
is back to 24 cents. What can he do? He can’t raise his price to 29 
cents and get his 5-cent margin back, because his business just disap- 
pears. He has built the business on 22 cents, so he inches up his price, 
to 24 cents. He has had the signs out “22 cents.” The best he can do 
now is raise his price to 25 cents. That’sa penny above hiscost. That 
will pay the rent. 

So he goes to 25. Part of his business disappears, most of it disap- 
pears, but still he can’t go any higher than that. The rug has been 
pulled out from under him, and the price juggling operation has de- 
prived him of his margin even of the 4 cent margin. 

Then the third step is the wholesale price goes up again, so that the 
public is paying more for gasoline, and the dealer’s margin is less. 
An interesting case of that was in Ohio just before the last war 
started. Standard seemed to know that the war was going to start 
T don’t mean the price war, I mean World War II— and retail prices 
were 17.5 cents; dealer’s margin was 3.5 cents. So the company told 
the dealers, they said, “Well, the so-so peachy gasoline or whoever, 
one of these off brands, are getting too much business. We will have to 
cut the price to 16.5 cents, but we can’t stand it all, so we are just going 
to split it with you. We are going to cut our tank-wagon price one- 
half and you cut the retail price 1 cent, for awhile. 

So they did, and the price went to 16.5 cents, and the dealer’s margin 
was cut to 3 cents. Now, the dealers suffered in that reduction. Fora 
few weeks the public bought gas at the 16.5 cent price, then the tank- 
wagon price went back up a half cent, but the dealers didn’t get their 
half cent back. They thought, “Well, we'll get it the next time. We'll 
go on back to normal the next time.” 

Next time they raised the price another half cent, and the dealer 
still didn’t get any of that, and the third half cent increase was ac- 
complished shortly before the war started, so as a result of those 4 
moves the margin was reduced from 3.5 cents to 3 cents, and the price 
consumers paid was raised from 17.5 cents to 18 cents, and there of 
course it stayed for 5 years. Four simple moves which looked like a 
price war, but which actually had the effect both of raising the retail 
price and of lowering the margin, so the public pays more and the 
dealers lose margin. 

Mr. Steep. How many years, Mr. Snow, are you saying that all 
these things you are talking about have been practiced by the major 
oil companies? 

Mr. Snow. There again I have to go back historically. Most of the 
stations 

Mr. Steep. Do you mean since the war largely have these practices 
been prevalent ? 

Mr. Snow. Well, within my experience they go back to—within my 
knowledge of the records, and so forth—they go back to at least 1930. 
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Mr. Sreep. And there seems to be nothing in the minds of service- 
station operators that they will be suckers for this thing over and over 
and over ¢ 

Mr. Snow. I believe that if they are service-station operators, they 
have almost no way to win at the game. They aren’t playing the 
game. They are the pawns on the chess board. They are moved 
around, If you are adjacent to a station which is receiving a subsidy 
and you are not receiving a subsidy, and your price is 25 cents, and 
they have reduced their price to 21 cents, you don’t get any business. 

Mr. Streep. How many times does a man have to fall for this gag 
of the Chicago plan and have the rug jerked out from under him, 
and then fall for it all over again ? 

Mr. Snow. Well, that is certainly a very good question. I don’t 
know. I think that the turnover in the business is one thing that 
makes it possible to keep going with these practices. You see, these 
stations keep turning over, new people come in. Now, there is some- 
thing a little bit confusing about the statistics, that a third of these 
dealers go out of business every year. That doesn’t mean that they 
all go out of business in 3 years. There are people who have been 
in this business for 20 years, 25 years. Probably the operators of 
one-third of the stations are fairly stable, those in the third most- 
favored locations are fairly stable. Those in the third of the locations 
at the bottom, which are the dogs that should be eliminated, as their 
business has been taken by new modern stations a half block or 2 
blocks away built by the same, company dealers in those obsolete, 
uneconomic, or outmoded stations, may come or go 2 or 3 times a year. 
There is no chance for that man. He goes in and he goes out. 

Mr. Roosrver. In other words, are you saying that these practices 
would not be harmful to the point where they really hurt people if 
you could limit the locations to the better locations and eliminate 
the rest of the-—— 

Mr. Snow. I think that would be very helpful, very helpful. There 
has been created an oversupply of service stations for the purpose 
of fostering overcompetition between the dealers, and if you own a 
location or control it, even though it only does a few thousand gallons 
a month, 6 or 7 or 8, but if there is somebody with $2,000 who 
will take it over, and he can last 6 months, he will move for you 
in that location, 6 months times 8,000 gallons, 48,000 gallons. That 
is 48,000 gallons you might not have moved otherwise, so you don’t 
care if he loses his $2,000. You are not wicked about it, but you are 
indifferent to it. You can say, “Well, if he was smarter, he wouldn’t 
be there.” “If I didn’t take his money, somebody else world.” 

Mr. Roosrvett. Is that one of the answers, why they can continue 
to get suckers, because 1 or 2 of them will continue to make good 
money, therefore a new fellow coming in does not always realize he 
is getting into the poor location, and therefore he can be induced to 
take a chance ? ’ 

Mr. Snow. Yes; except he doesn’t have a chance at all with obsolete 
equipment and a location that is already outmoded. Now, the building 
of tie stations is not carried on to serve customers. I think the major 
oil companies would agree with that. Frequently they don’t build 
a station to serve customers, but they build a station to get repre- 
sentation. That’s the talk and that’s the theory. If I am the Snow 
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Oil Co., a major oil company, and I have a station at Front and 
Main Streets, a good station at Front and Main Streets, but two blocks 
down at Front and Second Streets, Standard Oil gets a station, and 
there is a corner across the street, I will bid for it though I don’t 
need it to serve my customers, Now, I don’t need a station at that 
corner, because I am reaching my people at Front and Main, but I 
still will put a station there. By oil company policies, I am justified 
in going ahead and doing it for what is called “representation,” to 
obtain representation, and those representation stations have the effect 
of draining gallonage away from the other stations which previously 
served the customers of that supplier in that area. 

Mr. Roosevett. Mr. Snow, I do not want to interrupt you, but the 
committee has to adjourn in exactly 2 minutes. I am going to sug- 
gest to you, if it is agreeable to you, that the committee would very 
much like to have you plan to come back. I see that we can go on for 
quite some time yet before we get what you want to tell us and what 
we want to get from you. When we recess today, we will recess until 
April 7, when the committee will meet in Los Angeles for a 1-day ses- 
sion there. Then we will return from the Easter recess, and the com- 
mittee will meet here on April 20, and if you will be good enough to 
confer with the committee counsel, speaking for the committee, we 
would very much like to have you come back and we will give you all 
the time that both you would like and we would like, if it can be ar- 
ranged with you. 

Mr. Snow. Mr. Chairman, thank you very much. I am sure that 
I could use this time in answering your’s and Mr. Steed’s very salient 
question, “What do we propose?” We do propose specific things with 
respect to correcting these abuses, and we would like to get these pro- 
posals before you for your attention. 

Mr. Roosrvetr. We would like to have you do so, and we would like 
to discuss it with you very carefully when we have plenty of time. 

Mr. Sreep. In that connection, Mr. Chairman, by virtue of his ex- 
perience with this thing and the study he has given it, I should think 
that testimony of that particular type would be more helpful some- 
where near the end of the hearings than it would be in the course of the 
hearings. 

Mr. Roosevert. I think what we would like to do, Mr. Snow, is to 
listen to a number of the other individual people who have asked that 
they be heard on their own complaints, and then, frankly, we would 
like, I think, to have you come in and summarize it again along the 
same line, if that is agreeable with the committee and with counsel. 

Mr. Snow. Thank you, very much. 

Mr. Roosrvett. Unless somebody else has questions before we re- 
cess, the committee will stand recessed until April 7 in Los Angeles. 

(Whereupon, at 7: 40 p. m., the subcommittee recessed until Thurs- 
day, April 7, 1955, to reconvene in Los Angeles, Calif.) 
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THURSDAY, APRIL 7, 1955 


House or REPRESENTATIVES, 
Suscommirree No. 5 or tHE Setect CoMMITTEE 
To Convucr a Strupy aNpD INVESTIGATION OF 
THE PropLeMs oF SMALL Bustness, 
Los Angeles, Calif: 

The subcommittee met, pursuant to notice at 10 a. m. in room 229, 
United States Courthouse, Los Angeles, Calif., Hon. James Roosevelt 
(chairman of the subcommittee), presiding. 

Present : Representatives Roosevelt, Steed, and McDonough. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosgvetr. The committee will come to order, please. 

Before we go into session, for the information of all present, I think 
IT should first explain that this is a subcommittee of the House Select 
Committee on Small Business. 

This is a congressional investigatory committee. This is not a court 
oratrial. Itisan open hearing. We hold it under the rules of the 
House, which require that there be no photographers, or photographs 
taken, or, of course, no television or radio taken during the hearing. 

All witnesses will be sworn, and anybody, of course, is free to take 
notes or to make such comment to themselves as they want to regarding 
the hearings. But the only questions which will be asked will be 
questions which are put to the witnesses by the members of the sub- 
committee. 

I think I should also say that at this particular hearing this morn- 
ing, the Subcommittee No. 5 has the pleasure of having Gordon Mc- 
Donough with us sitting in as a member of the committee holding a 
proxy from the regular member, Congressman Timothy Sheehan, 
of Illinois. 


We are very glad to have you with us, Mr McDonough, and appre- 
ciate your coming. 

The only other thing I can say is that we will hold two sessions 
today. This one will go on until approximately 12 or 12:15. We 
will reconvene at 2 o’clock, until we have heard the rest of the 
scheduled witnesses. 

The first witness we will hear this morning is Mr. Don C. Lynn, of 
Baldwin Park, Calif. If Mr. Lynn is here, will he come forward? 

Would you raise your right hand, please, sir? 

Do you solemnly swear that the testimony you will give before this 
committee is the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Lynn. I do. 
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Mr. Roosevetr. Mr. Lynn, we usually just let you proceed, and 
from time to time, if any members of the subcommittee have any ques- 
tions, they may interrupt you. But we will try to let you go ahead 
until you have completed your testimony. 


STATEMENT OF DON C. LYNN, BALDWIN PARK, CALIF. 


Mr. Lynn. Baldwin Park is a comparatively small town; so I drew 
up these maps here to give you some idea of what we are up against. 
This is my location here. 

Mr. McDonoven. Which? The one in red? - 

Mr. Lynn. Yes, the one in red. The rest of them have all major 
gasolines. 

Mr. Roosevett. The record will show that the witness presented 
to the committee a map of Baldwin Park, Calif., showing the witness’ 
independent gas station marked in red, together with the other two 
independent gas stations in the area, and indicated in green the com- 
pany-operated stations; is that right? 

Mr. Lynn. Well, they have major oil-company products. Some are 
company-operated, and some are subleased stations. They all carry 
major products. 

Mr. Roosrvett. I see. Thank you. 

(The map will be found in the files of the subcommittee.) 

Mr. Lynn. I don’t know where to start on this thing. 

Mr. Rooseveit. Will you speak as loud as you can, because there are 
probably observers who will appreciate the opportunity of hearing 
you, and with the noise in the room and the noise outside the room, 
you will have to speak up fairly well. 

Mr. McDonoven. Sit down, Mr. Lynn, and feel at home here. We 
are just here to listen to you. 

Mr. Lynyn. First of all, we have been in the gasoline business 25 
years and 3 months. We have been in the Baldwin Park area, this is 
our 43d month, At the present time, we own one service station. It is 
on the corner of Maine and Clark in Baldwin Park, and we have sold 
consistently at cut-rate prices for 25 years and 3 months, and since 
we have been in Baldwin Park, we have sold for 20.9, speaking of 
regular, and the ethyl always goes accordingly. We have sold for 
20.9, 21.9, 22.9, and 23.9 and for 1952, there were about 4 months when 
we sold as high as 24.9. 

Last year for 1 week we sold for 19.9. 

Mr. McDonovenu. What brand of gasoline is that? 

Mr. Lynn. We sell our own brand. The name is Yale. We buy it 
and rebrand it under the name of Yale. 

Mr. McDonoven. Who produces that for you? 

Mr. Lynn. Well, we buy it from the Wilshire Oil Co., with the 
letters of rebrand. 

Mr. Roosevetr. By that you mean the right to rebrand. 

Mr. Lynn. That’s right. California State law requires it. 

And up until September of last year, Texaco came out and built a 
service station across the street from me. I am on the southeast corner, 
and they built one on the northeast corner, and at the time they made 
arrangements, their regular methods of acquiring these stations, they 
find the location and they take an option on the property, and then 
they find an investor that will buy the property and build them a sta- 
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tion and lease them, and at the time they did that to the real-estate 
man who transacted the deal, they told him at that time that they 
didn’t expect to make any money off this particular service station, 
and they opened up in September last year, and everything went along 
very nicely until December 24. They were selling at regular prices, 
29.6, I believe, and on December 24, they cut to 23.9 and put a sign 
out on the curb. 

And that went along until 

I may have given you all my copies here. 

(A document was handed to Mr. Lynn.) 

Mr. Lynn. That went along until—they cut in that station to 23.9. 

Then they have one on Francisquito and Ramona that they cut 
to 24.9. 

That is the only two that they have in that particular area. 

Then on December 24, the same time that they cut, I was selling at 
that time for 21.9, and 23.9, and 25.9, and everything went along 
according to that until on February 15, Mobilgas cut their price in 
the locality to 23.9, and on the 26th of February, Chevron and Signal, 
they cut, five stations combined, to 23.9. 

I didn’t check their ethyls, because you have to go in to look at the 
pump. You have to go in and look right directly at the pump. I 
am talking about curb signs. 

And on the 1st of March, Acme—well, they sell a gas they call 
Paragon—it is an independent service station on Ramona—they cut 
to 19.9. . 

And on the 4th, Richfield, which is one block north of me on Los 
Angeles and Maine Streets, they cut to 23.9. 

On the 8th, Shell, at Maine and Ramona, disregarded all the 23.9’s, 
and they went to 21.9, and on the 8th, Texaco at Clark and Maine, 
immediately cut to 21.9 and 24.8. 

Incidentally, Shell was 24.8, too. 

They posted a sign on the curb, 24.8. 

And Texaco posted a sign of 24.8. 

On the 12th, all major companies cut to 21.9, and then on the 
18th, Golden Eagle, on Garvey Boulevard and Peck Road, they cut 
to 19.9. 

Peck Road doesn’t show on that map. It is not far enough. It 
is in El Monte. They cut to 19.9. And on the 19th of March, 
Union Oil Co., which hitherto had not cut at all, they cut their sta- 
tions to 23.9. And then after the above date, the price cutting spread 
so fast through West Covina and Covina and Baldwin Park and 
Puente, that you couldn’t have surveyed it. It would have taken all 
of your time to survey it. 

(The document referred to will be found in the files of the sub- 
committee. ) 

Mr. Roosrvetr. I notice that you have here that Union Oil prices 
are customarily 1 cent or more above the other major prices. Did 
that hold true? 

Mr. Lynn. When they were at the top prices, that is, the majors 
were selling for-29.6, Union at that time was selling about a cent 
more than that, and then just recently they brought a new gasoline 
out, and they advertised it, that it only cost 1 penny more than that, 
so that would have made them 2 cents higher. On that sheet there, 
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on my prices, it showed all my prices since August 10, 1952, that I 
have been selling at. 

Mr. McDonovucu. Mr. Lynn, the point that you are attempting 
to make here, as I understand it, is that on the 24th of December 
1954, your price was 21.9 for regular. 

Mr. Lynn. Yes, sir. 

Mr. McDonovexr. And your competition at that time was selling 
for 24.9 and 23.9? 

Mr. Lynn. No; that isn’t true. 

Mr. McDonoveu. Well, those are the same dates here: Texaco was 
selling 23.9—I am reading from your own sheets here. 

Mr. Lynn. On the 24th of December, Texaco—Yes, that’s right. 
That’s right. Iam sorry. 

Mr. McDonoucn. Yes. Now, you maintained the 21.9 price while 
these others started reducing the prices all around you ? 

Mr. Lynn. That’s right. 

Mr. McDonoveu. “Until.” 

Mr. Lynn. Now, I didn’t maintain that—pardon me for interrupt- 
ing—but I maintained that 21 price up until—— 

Mr. McDonoveu. The 21st of March 1955. 

Mr. Lynn. No; I cut before that. I cut on the 15th of January 
to 20.9. 

Mr. McDonovenu. That’s right. 

Mr. Lynn. And then on the 21st of March, due to this other com- 
petition, and then all the companies being 21.9, and East Los Angeles 
had a lot of 19.9’s, too, at that time, which I didn’t make a record of 
here—— 

Mr. McDonoveu. In other words, the point that you are making is 
that you were forced down from a price of 21.9, from whatever profit 
you could make at that price. 

Mr. Lynn. Yes; that’s right, to 19.9. 

Mr. McDonoveu. To 19.9, because of the cutting in the immediate 
area serving the same customers in a small community. 

Mr. Lynn. That’s right. During this time that we were cutting 
these prices—first of all, let me explain the type of operation we have: 
We have a self-service station. We have no credit. We have no bene- 
fit of credit cards. We cash no checks. We don’t take any personal 
checks. We shine no windshields. We check no tires and batteries. 
Occasionally we do check air for a lady. We do no lube work. We 
just specialize, gas and oil, that is all. 

Mr. McDonoveu. Self-service ? 

Mr. Lynn. That’s right. 

Mr. McDonovucu. You mean they pull up and serve themselves? 

Mr. Lynn. Yes. We check water and oil, yes; but we don’t put air 
in except for ladies. And we have always maintained the price of 
selling for—well, we buy rebrand gas without the identity of the re- 
finer. We don’t specify the refiner. We don’t tell people where our 
gasoline comes from, and we have no benefit of any credit cards or 
national advertising, and all the cutrate stations for years have always 
sold for less than the major oil companies, and, of course, from time 
to time, they have diuantand us and forced us to adjust our prices, 
and usually there were enough refineries that we could go from one 
refinery to another, and they would always sell us gasoline. 
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Now it has gotten to the point where there aren’t enough refiners. 
There aren’t any independent refiners. Three of them went broke 
already this year, and Jocked their doors. One is McCallum, at Hunt- 
ington Beach; one is Eureka, down in the Long Beach district, in the 
Paramount district ; and the other is Triangle. And I have been told 
that Century Oil Co. is going to lock up this month. Now, whether 
there is any truth or not in that, I do not know, but I have been told 
that. So that leaves Rothschild and Wilshire. 

Mr. Roossrvett. Now, when you cut your price at the pump, do you 
get any adjustment from Wilshire Oil at the tank level ? 

Mr. Lynn. Absolutely nothing. My price is the same as when this 
war started, except that during the time that he put out a 96-octane 
gas. We advertised it as 95-plus, just to be under 96, and they have 
raised my price on that three-tenths of a cent. When they first came 
out with it, it was 3 cents cheaper than it is at the present time; and 
after they started with it they found out it cost them more money, so 
they raised our price 3 cents a gallon on that. Otherwise, my regular 
and my medium-priced ethyl remains the same. 

Mr. McDonoucH. When you were forced down to 19.9 as a result 
of this competitive situation that you have recited to us up to the 2ist 
of March of 1955, were you selling at 19.9 at a loss or were you making 
a profit? 

Mr. Lynn. Well, I am selling above invoice. We are losing the 
profit that we should be making. Now, as far as last month is con- 
cerned, we had 3 weeks that we operated on fairly normal profits, 
even at 20.9. 

We have a tremendous volume, and, due to that, we are able to get 
by with it. 

Mr. McDonoveu. You are selling at invoice, you mean ! 

Mr. Lynn. No; I am selling it above invoice. 

Mr. McDonovuenu. Above invoice. And what volume of your de- 
livery to the public is represented by regular, premium, and premium 
ethyl? What volume is the 19.9? 

Mr. Lynn. About 35 percent, approximately. 

Mr. McDonovexr. How many pumps do you have? 

Mr. Lynn. Sixteen. 

Mr. McDonoveu. Do you find the same customers coming back ? 

Mr. Lynn. Well, they go across the street. When you get within 
2 cents of a major oil company, with the benefit of full service and 
credit cards and worldwide advertising, they just naturally will go in 
the major company stations. 

Mr. Roosrve.t. Now, Mr. Lynn, I think that we should point out 
that this committee is not against competition as such. What we are 
interested in and what I believe you sent to the committee through 
your letters to the Attorney General, Mr. Brownell, in Washington, 
on March 3, was that the price competition resulted from the other 
stations having to operate at a loss; in other words, that the cost of 
doing business for them had reached a point where they couldn’t 
make a profit; therefore, they were cutting prices below their cost of 
operation. 

Mr. Lynn. Well, the major oil companies have different deals for 
practically,every man. It depends upon the individual. If he is an 
exceptionally good man, they write him a better deal than they will 
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another type of a person. But their normal wholesale, [ understand, 
to a controlled station, is 23.6. 

Mr. Rooseve.r. So when they get below 22, let us say, they are 
operating at a loss? 

Mr. Lynn. Well, when they get no 23.6 

Mr. Roosrvetr. When they get below 23.6, they are operating at a 
loss. 

Mr. Lynw. It is obvious that the major oil companies subsidize 
them. Ihave heard major oil companies admit that they do subsidize 
their stations as much as 4 cents a gallon, and when they take 4 cents 
off 21.9 that makes 17.4 

If you take 8 cents off that, it makes 9 

And according to all the information r can gather from the refiners, 
they have to have 11 cents to break even. So the refiners themselves, 
to eliminate competition, are selling below cost. 

And not only that, they are discriminating between dealers. A 
dealer 2 or 3 miles away from me pays 23.6 for gasoline while the 
dealer right across the street from me pays 17.9. 

Mr. Roostve.r. So would your contention be, Mr. Lynn, that fair 
competition meant a relatively stable or similar price for all dealers 
in the same brand of gasoline im a given area? 

Mr. Lynwn. I believe so. I believe I understand you right. My 
idea of fair competition—if that gasoline was available to me at 17.9, 
I would never have written that letter. If that gasoline was being 
made available to anybody and everybody, whoever wanted to buy it, 
I would say that it was fair competition. 

But when a major oil company or an individual or anybody else— 
nobody can afford it when a major oil company deliberately goes out 
and subsidizes a station. 

Well, the intent is so obvious, in my opinion; it is for no other pur- 
pose than to either force me out of business or force me up in price 
so that they can dictate the price that I can sell at. 

And since this investigation was noticed on—let me see, Monday— 
to show you how they work, 3 times since this has started, I have been 
appr oached that the majors are ready to raise their price 2 cents above 
mine providing I would go to a minimum of 23.9. 

Mr. McDonoven. By whom? 

Mr. Lynn. Well, by my supplier. 

And I asked him who told var. and he said, Paul Erdos. 

Mr. McDonoven. Who is he? 

Mr. Lynn. Well, he works for Dan Lund, who is secretary treasurer 
of the self-service station organization, w hich I don’t belong to. 

Mr. McDonoven. Do you know of any understanding between more 
than two of the major oil companies to bring this situation about 

Mr. Lynn. Well, it has happened for 25 years, repeatedly. 

Mr. McDonover. Do you have any specific knowledge of individual 
contacts that were made by any major oil companies to bring this 
situation about? 

Mr. Lynn. No; they are pretty cagey. 

Mr. McDonovueu. Well, you would have no knowledge, then, of 
that? 

Mr. Lynn. But here is the evidence——— 

Mr. McDonoveun. I want a direct answer to that question. 
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Mr. Lywn. I have no knowledge, no. 
Mr. McDonoven. You do not have. 
Thank you. 

Mr. Lynn. Here is something. 
Now, Monday, I was called by my supplier, who told me that the 
East Los Angeles area were going to raise their price from 21.9 to 
93.9, the independents. So I went over there in the afternoon, and 
they had raised them. ; . 

I said, “Well, where are the majors going to go?” 

They said: “Well, we have an understanding that if the independ- 
ents raise, they will sit back and see what happens.” 

Mr. Roosevett. This is from the Wilshire Oil Co. official who told 
you this? 
~ Mr. Lynn. Yes. This happened Monday. 

Mr. Roosevetr. What was his name? 

Mr. Lynn. Jack Case. 

Mr. Roosevetr. Jack Case. 

Mr. Lynn. I told Mr. Arnold immediately and notified him of it 
Tuesday morning—or Monday. 

No, that happened Tuesday morning—I am sorry—this week. 

And I notified Mr. Arnold immediately what was taking place, and 
I checked the prices over there Tuesday in the East Los Angeles 
area, and the majors were the same with the exception of one station, 
which was a Shell station on the corner of Beverly and Garfield, in 
the Montebello area, and they- previously had been 21.9, but at that 
time, they were 25.9 and 28.8, and that was the only price on Tuesday 
that had changed with the majors. 

Now, yesterday I checked them again. There was no further change 
then. 

But this morning I checked as many as I could before I came down 
here, because I knew they would be up, so I checked Richfield on 
Pomona and Garfield. That is in Monterey Park. It is in the Monte- 
bello area. It is on the north side of the Montebello boundary line. 

Yesterday they were 21.9; today they are 25.9 and 28.9. A Standard 
Oil station, operated by the company on a salary on the corner of 
Pomona and Atlantic—yesterday they had no price sign. The day 
before they were 21.9. 

Mr. McDonovean. Now, that is for what brand ? 

Mr. Lynn. Standard Stations, Ine. 

Mr. McDonoven. You quote three different prices. You had better 
for the record identify those prices with the quality of the gasoline. 

Mr. Lynn. Well, the major oil companies as a rule only have, 
as far as I know, two qualities, regular and ethyl, but Richfield, on 
Pomona and Garfield, yesterday was 21.9. That was on regular. 

And I checked the ethyl, because you have to drive in the station 
and look at the pump. This is curb signs. 

Mr. McDonoueu. Yes. 

Mr. Lynn. Today I-went by and they had curb signs out, 25.9 
and 28.9, showing that there must have been some basis to the informa- 
tion that I had that they were going to go up. 

Now, Standard Stations, on the corner of Pomona and Atlantic, 
the day before yesterday, was 21.9, and yesterday I was by there, 
and I don’t believe they had a sign out, but today they had no signs. 








264 DISTRIBUTION PROBLEMS 


I drove into the station, got out of my car, and looked at the pumps. 
They were 25.9 and 28.9. 

Shell, on the corner of Beverly and Garfield, were the same thing 
today as they were the day before. 

And Chevron, right across the street, which belongs to Standard 
Oil, yesterday was 21.9. Today they are 25.9. 

And there is no ethyl] sign visible, unless I would go inside. 

Mr. McDonovueu. Do you own the property you operate now ? 

Mr. Lynn. Yes, sir. 

Mr. McDonovex. And do you own your equipment? 

Mr. Lynn. Yes, sir. 

Mr. McDonovex. And you have been in business how long there 
at that spot? 

Mr. Lynn. This is the beginning of my 43d month. 

Mr. McDonovueu. 43d month? 

Mr. Lynn. Yes, sir. I have been in the gasoline business 25 years 
and 3 months. 

Mr. McDonovenu. But at this location? 

Mr. Lynn. Forty-three months this month. 

Mr. McDonovueu. Forty-three months this month at this location ? 

Mr. Lynn. Yes, sir. 

Mr. McDonoveu. Have you been approached by anybody, major 
or otherwise, to attempt to purchase your location and your equip- 
ment ? 

Mr. Lynn. No, I can’t say. I have been approached them from 
time totime. Iam in the real estate business, too. 

Mr. McDonovueu. You mean, you are thinking about selling to 
them ? 

Mr. Lynn. Yes. 

Mr. McDonovueu. Now, is that induced by the question of the 
price war that you are facing, or are you in the business to sell be- 
cause you can make a profit? 

Mr. Lynn. No, we would sell just to make a profit, regardless of 
the gas war, but the gas war has some influence on us, because if 
this continues, we just naturally couldn’t stay in business. Neither 
could any other independent man. 

Mr. McDonoveu. In other words, if you sold at this location after 
your 43-month operation at a profit, ennai you go into the independent 
oil operation in some other location ? 

Mr. Lynn. Well, that is a pretty hard question. I have quit this 
business four time, and I went back in it again, but I went back in it 
for economical reasons, for our income taxes increased and our dollar 
purchasing values goes down, and pretty quick you find you are 
squeezed if you are on a fixed income; so you almost have to be in 
business. 

Mr. McDonoveu. Are all of these red spots your stations? 

Mr. Lynn. No. I only have one. 

Mr. McDonoveu. Just the one. 

Mr. Roosrvetr. The others are independents. 

Mr. Srexp. Is this the first price war you have experienced in your 
gasoline retail business ? 

Mr. Lynn. No, we have had many, many of them, but they have 
never been so vicious as this one. 
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Mr. Streep. And Texaco was the first to cut ? 
Mr. Lynn. Yes, sir. 
Mr. Steep. In other price wars, what company cut first ? 

Mr. Lynn. Well, I have never kept a record of that, but they have 
never, to my knowledge, in the 25 years I have been in business—the 
major companies have never went out and subsidized their dealers to 
meet competition, never. 

Mr. Roosrvetr. Mr. Lynn, with that experience behind you, from 
your general knowledge of the business, is it true that there is a 
so-called price leader in a given area? 

Mr. Lynn. I don’t know as I understand you. 

Mr. Roosrvett. For instance, does Standard Oil of California gen- 
erally set the prices for, let’s say, southern California, as has been 
alleged at other times? 

Mr. Lynn. Well, somebody does, because it isn’t by accident that 
they all sell at the same price, so I wouldn’t know whether it is Stand- 
ard Oil or whether it is Shell or Union or somebody else. 

Mr. Streep. Of your own knowledge and personal observation, in 
the various fluctuations of prices in these major stations, the last, say, 
several months or 2 years, what company has always been the first to 
change the prices up or down ? 

Mr. Lynn, That I can’t tell you. I don’t know. 

This same condition existed in this same vicious form out in the San 
Fernando Valley along in October, November, and December of last 
year, and the majors out there got down to the point of selling exactly 
the same as an independent, and it is just completely suicide to try 
to sell, 

Mr. Roosevetr. What you are saying is that, in general, all the 
majors work together ? 

In other words, it isn’t a price war in which 1 or 2 of them partici- 
pate. When it starts, they all participate; or is there another answer 
to that question ? 

Mr. Lynn. Well, from my observation, they use one to— 

I don’t know how they arrange it, but it seems like Shell and Texaco 
seem to kind of lead off, and, of course, once they post a price, that 
gives them a legal right, I suppose, to go ahead and meet that com- 
petition, and then us independents are completely ignored at that 
time. They say, “Well, we are meeting competition. We are trying 
to protect our own business.” 

But they seem to be very glad to doit. Iam not sure. 

Mr. McDonoven. Which of the majors have the largest source of 
supply for this immediate area ? 

Mr. Lynn. I would say Standard Oil does. 

Mr. McDonoveu. And the next largest ? 

Mr. Lynn. Well, that I wouldn’t know. 

Mr. Steep. Is this Texaco station across the street from you operated 
by the company itself or by another lessee ? 

Mr. Lynn. By a lessee. 

Mr. Roosrveitt. Mr. Lynn, now, I am sure you realize that to cure 
a situation which results in unfair competition, one has to find a method 
or solution. Specific things have to be done. 

In the State of ee for instance, there is a law, a State law, 

u 


which requires that no business be operated at less than cost, under 
certain penalties. 
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From your experience, what would you advocate as the specific 
steps that you think the Congress of the United States should take in 
order to be of assistance to you as an independent operator ? 

Mr. Lynn. Well, that is a $64 question for a service-station man to 
answer. But the only thing that I could think of at the moment is 
to make penalties stiff enough and fast enough that, for subsidies— 
in other words, make it unlawful to give subsidies or to make diserimi- 
nation in prices between one dealer and another, and make them stiff 
enough and fast enough so that they can make Christians out of any- 
body that violated it. 

I have no objection to competition. I am like anybody else. I 
would just as soon not have competition. I am just a human being. 
But if the gasoline was made available to me on an equal basis that 
they are subsidizing these dealers, I wouldn’t be up here. 

But when they go out and subsidize a dealer for less or give him a 
rebate to a price that is less than what I pay for my gasoline, where 
I can’t possibly meet the competition, I am selling below him, but I 
can’t do it forever, and in instances they have met the competition 
right on the nose; in other words, sell for 19.9, and I would be out of 
business, because the public will not trade at an independent station 
without the benefit of credit cards and national advertising at the 
same price. 

Mr. Roosevetr. In other words, your first point is that if unfair 
competition exists, and the method of curing it is so slow, that the 
little operator doesn’t have the financial resources to stay in business 
long enough for the law to help him? 

Mr. Lynn. That’s right. 

Well, let me answer that right here. It is a matter of record. 

I complained to Mr. Lehman in the Justice Department, and he 
tells me that the Government has filed a suit against the major oil 
companies in 1950, and that supposedly it will come up next year or 
the year after. 

Now, an independent man can’t wait that long. 

This thing is a serious deal. It is going on all over the country. It 
is not just Baldwin Park and not just Los Angeles. 

_ I pick up magazines. I have articles here from all over the United 
States, and it is going on everywhere, not only in the gasoline business. 

I am primarily interested in the gasoline business but it is going on 
in all types of business. The big companies are merging with other 
companies and eliminating competition. They are creating monopo- 
lies, and in some of the companies, they buy out; some of them, they 
just freeze out. 

It is a very serious problem. 

Our country was founded on free enterprise and individual initia- 
tive, and if something isn’t done quick, we are going to lose what it 
was founded on. We are going to lose our liberties and everything 
else. There is nothing left. 

Mr. Roosevetr. Then I am going to suggest to you, and to my col- 
leagues, that if you have other points now that you would like to bring 
out, you go ahead for a minute, and we will let you proceed. 

Mr. Lynn. I don’t know of any right at the time. 

Mr. Roosevett. Mr. Arnold, did you have any questions you wanted 
to ask Mr. Lynn? 

Mr. Arnoxp. Yes, I would like to ask a few questions: 
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You mentioned in your testimony that several of the refineries are 
being closed down and it is becoming increasingly difficult for you 
to get your wholesale gasoline from an independent refinery. Now, 
isn’t this part of your specific problem ¢ 

Mr. Lynn. Definitely. 

Let me answer this way, that Wilshire puts out approximately, I 
am told, 12 million gallons a month ; 

Rothschild puts out, I am told, 4 million gallons a month. 

That is 16 million. 

Century Oil puts out about a million. 

That is 17 million. 

And they control a small refinery they call Cal State. That puts 
out less than a million. 

So, all told, all small refineries around here don’t put out 20 million 
gallons a month. That isn’t enough to supply 100 service stations 
of the type that I am operating, and the major oil companies, to 
undermine this market further—I haven’t brought this out before— 
they go out through their back door and sell gasoline to jobbers at 
a terrifically low price so that they can go out and stir up competition 
so that they will have a reason for meeting it. 

It is a complete vicious circle. I am just not capable to explain it 
properly. 

Mr. Roosevett. I think you have explained it quite clearly to us. 

Mr. Lynn. Now, I can buy Standard Oil gasoline, not from Stand- 
ard Oil. They are very foxy on who they sell to. They wouldn’t sell 
tome. They would tell me, no such price existed. 

And I called up one day and told them I would like to buy some 
gasoline and I understood that they had a cheap price. 

In fact, I called the Signal Oil Co., which belongs to the Standard 
of California, and they told me a number to call. 

I didn’t call it, but in 2 hours, the number called me, and they had 
all the Standard gasoline I wanted, provided I wanted to buy it. But 
the unfortunate part, if you buy the gasoline 

Mr. McDonovucu. Who was that they told you to call ? 

Mr. Lynn. I called them. 

Mr. McDonoveu. Yes; I understood that you got the call back. 
Who called you back? 

Mr. Lynn. Rudy Alport. He used to be manager of the Signal 
Oil Co. 

Mr. McDonovueH. Does he have tank storage? 

Mr. Lynn. No. 

Mr. McDonoven. How would he deliver to you ? 

Mr. Lynn. He would give me an order number, and I would give 
it to a truck company and go down to Standard Oil and pick it up 
and charge it to him and then he would bill me. 

Mr. Sreep. In other words, he was acting as a broker ? 

Mr. Lynn. That’s right. 

And then if I cut my price lower than what Standard Oil would 
like to have me sell for, then they will start competition again with 
their own gasoline. 

Mr. Arnotp. Even if you did have good, stringent provisions of the 
law where you could take quick action, would your problem be solved 
as long as you didn’t have any independent source of supply at the 
wholesale level ? 
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Mr. ‘Lynn. No. If I didn’t have independent—first of all, the 
major oil companies wouldn’t have a competitive — if it wasn’t 
for the independents, and if they go out at the rate they are going out 
at today, there wouldn’t be any independent refiners. 

I have tried to get the independent refiners to get together on this 
deal and fight this battle with me, because if I go out of business, 
along with the others, there is no place for them to sell their gas that 
they have left, so then they are out of business automatically, but they 
haven’t been able to see the light, for some reason or other. 

Mr. Arnotp. Do you think this will mean an increased price for 
gasoline if the independent refineries are closed down and if people 
such as yourself are closed down ? 

Mr. Lynn. Absolutely. 

Mr. Roosevetr. In other words, the eventual loser is the user, the 
ordinary motorist. 

Mr. Lynn. The public, the average individual, is going to be vic- 
timized on prices as soon as the independents are controlled or com- 
pletely run out of business. 

Mr. McDonovueu. Now, Mr. Lynn, you just said a moment ago that 
according to your estimates, that the independent refineries here pro- 
duce about 20 million gallons per month. 

Mr. Lynn. In this area. 

To the best of my knowledge, that is as much as they produce. 

Mr. McDonovueu. That is all of the independent refiners that you 
know of? 

Mr. Lynn. Yes, sir. 

Mr. McDonoveu. And that is all there are in this area? 

Mr. Lynn. That’s right. 

Mr. McDonovueu. And that represents a very small percentage of 
the total gasoline consumed here? 

Mr. Lynn. Well, I don’t have the gasoline gallonage for the State 
of California. 

Mr. McDonovucnu. No; I am talking about this community now, 
down in southern California. 

Mr. Lynn. It is tremendous. 

Mr. McDonoven. What? 

Mr. Lynn. It is tremendous. 

Mr. McDonovucu. What would you say the independents represent 
7 a volume produced, as compared to the total volume pro- 
duced ? 

Mr. Lynn. I can’t answer that. I don’t have those figures. 

Mr. Roosrvett. Roughly ? 

Is this 10 percent of the total, do you think, or a quarter of it? 

Mr. Lynn. No, no; itis way, way down. 

Mr. Roosrvett. Less than that? 

Mr. McDonoven. Much less than that. 

Mr. Lynn. Probably 2 or 3 percent. 

Mr. McDonoveu. Then if the independent refiners go out of busi- 
ness, the major oil companies will have control of the price situa- 
tion 

Mr. Lynn. That’s right. 

Mr. McDonovueu. And make the price as they please. 

However, at the present time, the independents only represent 
about, we will say, 1 percent of the production ? 
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Mr. Lynn. Say they represent 5 percent, and I think that is being 
very liberal. 

Mr. McDonoveu. Five percent—so the public will only have this 
opportunity of 5 percent of independent oil refinery production 
through independent station delivery to the consumer, to combat the 
senile monopoly of the gasoline to the consuming public? 

Mr. Lynn. That’s right. 

Mr. McDonovueu. Have the independent refineries been going out 
of business or have they been increasing in business here in southern 
California? 

Mr. Lynn. They have been going out. Years ago—— 

Mr. McDonovueu. And there was a larger production some years 
back ¢ 

Mr. Lynn. When I started in the gasoline business January 1, 1930, 
there were approximately 35 independent refiners in what they termed 
“the Los Angeles basin,” and we could buy from any one of them, 
could call up all 35 of them and get a different price. You would 
get 35 prices every day. 

Mr. McDonoueu. So there was a price war among them at that 
time ¢ 

Mr. Lynn. That’s right; and that’s the way it should be. It should 
be open and free competition, and that is what has made the country 
grow. Otherwise, you would have had ome years ago. But 
one by one—they used a method here quite a few years ago—I don’t 
remember just when it was—they went to a small, independent refiner, 
and his refinery was probably inefficient, so they said, “Well, you have 
some crude-oil production, so if you will turn your crude oil production 
over to us, we will sell you gasoline for so much money,” and the deal 
was so attractive that most of the independents went for it, and they 
signed a contract for 2, 3, or 4 years, and when the contract was up, 
they told them they didn’t want to continue. 

There they were, out on the end of alimb. That was the end of the 
independent refineries. 

And some of the companies have been doing the same thing today. 

Hancock Oil Co. years ago shut their refinery down, and they had 
been trading crude for gasoline, and now they are building their own 
refineries. ‘They are one of the fortunate few that have enough money 
to build a new modern refinery. 

But every year that goes by its costs more money to put in a refinery. 
Then you are not through with it. If you don’t have your own crude 
production, you are dependent upon buying it from the majors, and 
the majors won’t sell 


ou. 
Mr. McDonoveu. What about the quality of the gasoline from the 
independent refineries ? 


Mr. Lynn. The quality that I am selling is identical with the major 
oil companies. 

Mr. McDonoveu. It is—in octane content? 

Mr. Lynn. Yes, sir. We have an 85 and a 92 plus and a 95 plus, 
and on March 15, the California Testing Laboratory sheet, my 
gasoline tested 85, 94, and 96, and Union Oil Co. is the only one that 
had a 96 other than Rothschild Oil Co., and they are an independent. 

They had 96. The rest of them had 94 and 95. 

Mr. Rooseveur. One last question, just for the record: 
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T am not trying to pry into your personal profit-and-loss statement 
but you have made money in the independent gasoline business? 

Mr. Lynn. I have made money in every single month that I have 
been in business, but if the major oil companies meet my price at 19.9 
I would have to lock up. 

Mr. Roosevetr. Thank you, sir. 

Mr. Lynn. Frankly, that is what I have been afraid they were go- 
ing to do. We are up to the last ditch. We used to be able to get 
around them some way, but there is no way now unless the Govern- 
ment does something about it. 

Mr. Roosevetr. Mr. Lynn, thank you very much on behalf of the 
committee. We appreciate your coming and your testimony, and 
we will excuse you at this time. 

(Witness excused. ) 

Mr. Roosrvetr. Mr. George Smith, of Temple City. 

Will you raise your right hand, please? 

Do you solemnly swear that the testimony which you are about to 
give before this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Siru. I do. 

Mr. Roosevetr. Thank you. 


TESTIMONY OF GEORGE SMITH, TEMPLE CITY, CALIF. 


Mr. Roosrvetr. Would you give also for the record your operation 
and such connections, if any, that you may have? 

Mr. Smirn. I am a service-station operator in Rosemead, 

Mr. McDonovenr. Owner or operator ? 

Mr. Smiru. A lessee. 

Mr. McDonoveu. From whom do you lease? 

Mr. Smitn. Signal Oil Co. 

Mr. Roosevetr. Go right ahead, and we will be glad to hear from 
you, Mr. Smith. 

Mr. Smiru. I guess the place to begin is first things first. It seems 
to me as how Mr. Lynn brought the Texaco station into the picture. 
I think probably that is the proper place to start, which is the station 
that started the gas war in Baldwan Park. 

The start of the story is that there were probably 2 or 3 stations 
in Baldwin Park controlled by 1 man, and when their lease was up, 
probably Texaco wouldn’t meet their requirements, or his require- 
ments, and so he changed all of those Texaco stations to Chevron. 

Well, that left Texaco with just one station way down on the end 
of Baldwin Park. It left them out of Baldwin Park completely. 

Mr. Streep. Pardon me. What was this man’s name? 

Mr. Smirn. Wingate. 

Mr. Streep. And approximately about what time did this change 
in the leasing arrangement take place? 

Mr. Smiru. It is probably over a year ago. 

Mr. Sreep. Subsequent to that time, Texaco, then, acquired this 
new site and erected that new station ? 

Mr. Smiru. That’s right. After that, they were out of Baldwin 
Park completely, except this one station that is on the outskirts of 
Baldwin Park; they didn’t have any stations in Baldwin Park, So 
then they went to work and constructed this new station across the 
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street from this Don Lynn, which might be a good spot, and all that, 
but there are about 3 or 4 other stations right in the same block, 1 to 
the north, a block, and 3 in the block to the south. 

You can probably see that on Don Lynn’s map here. 

Well, this new station that they built, this Texaco station, didn’t do 
so good. It pumped approximately around 200 gallons a day, less 
than 6,000 a month, and this Don C, Lynn station, he didn’t give you 
any idea what he pumps, but I am under the impression, from the 
different dealers that have talked to him, that he pumps somewhere in 
the neighborhood of about 200,000 gallons a month, and you take one 
station pumping 200,000 and the other one pumping 6,000, and he is 
sitting there, why, somebody boobooed, and was putting a Texaco 
station there. 

So the thing they figured would combat it was to cut their price. 

He didn’t say how much he was selling underneath them before this 
war started, which was, in nice round figures, about 8 cents. 

I don’t say how much they are supposed to sell under us, and that 
is something for you gentlemen to determine. He said that as long 
as the majors would stay 2 cents above him, he would be happy, but 
he wasn’t staying 2 cents below the majors. He was staying in the 
neighborhood of 8 cents. When the stations out there were selling 
for 29.9, he was selling for about 20.9, a regular gasoline, that is, 
our low-grade gas. 

So getting back to this Texaco station, the supervisors then figured, 
well, the thing to do is to drop the price of gasoline to combat the 
difference in the price of their gasolines 

Mr. Roosrvett. Now, this is your guess that they did that, or have 
you heard this conversation / 

Mr. Smirn. No. I have substantial proof that they called up this 
station and ordered them, or gave them permission to drop the price 
of their gasoline. 

We have a boy in the audience here that his supervisor, Mr. Green- 
lee, called from his station and gave them permission to drop their 
price of their gasoline and came out to him and 

Mr. Roosrevetr. Pardon me. I think for the record you should 
identify that person, having referred to him. I don’t want to em- 
barrass him. On the other hand, you are testifying about proof. 

Mr. Smirn. That’s right. 

Mr. Rooseverr. And it isn’t really proof unless you specifically 
name the individual about whom you are testifying. 

Mr. Smirn. Well, the individual is Clark Anderson. 

Mr. McDonoveu. He is here in this audience? 

Mr. Smirn. He is here in this audience. 

Mr. McDonoven. Let him come up and be sworn and speak his 
own piece for that particular point. 

You see, if we talk to Mr. Anderson later, and that is several vol- 
umes back in the testimony, we don’t get the connection. You have 
made a statement here. We had better cinch it right now. 

Mr. Roosevett. Is Mr. Anderson present ? 

Mr. Smrrxu. Mr. Anderson is present. 

Mr. Roosrvett. Mr. Anderson, can I swear you? We want to ask 
just one question, I think. 

Would you raise your right hand, please? 
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Do you solemnly swear that the testimony you are about to give 
before this committee is the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Anverson. I do. 

Mr. Rooseveit. The committee would just like to know whether the 
conversation which has just been recited to us by Mr. Smith is correct. 

Mr. Anperson. That is correct. 

Mr. Roosevett. It is correct. 

Mr. Anverson. That’s right. 

Mr. McDonovex. And how do you know it is correct ! 

Mr. Anperson. Well, we were in the station at the time. 

Mr. McDonoveu. Who is “we”? 

Mr. Anperson. Me and my second helper, Cecil Waldron, and he 
was on the lube rack, lubricating a car, and our telephone booth was 
in the same room, and he got on the phone and called Baldwin Park, a 
service station at Baldwin Park, and said, “Well”—— 

Mr. Streep. You say “he,” now. 

Mr. Anperson. Mr. Greenlee, our Texaco representative. 

Mr. McDonovueu. Speak louder. 

Mr. Anperson. He said, “Well, we have things under control to 
get the ball rolling and drop the price, and the gas war is starting.” 

Mr. McDonoven. Now, when he said “drop the price,” do you know 
what he meant to drop from? From what price to what price? 

Mr. Anperson. I didn’t know what his low price was going to be, 
but he hung up and we went out the drive, and he said, “Well, we 
started a gas war in Baldwin Park.” 

Mr. McDonovueu. He said that to you? 

Mr. Anperson. Yes, and I said, “Gee whiz, I hate to see a thing 
like that happen, because it is going to affect us fellows.” 

He said, “No, I don’t think so. It will be moving the other way 
instead of this way.” 

Mr. McDonovenu. What does he mean by “the other way” and “this 
way?” 

Mr. Anpverson. In Baldwin Park, farther down, in the direction 
it is in now. 

Mr. McDonoven. Rather than to come into the city of Los Angeles? 

Mr. Anperson. That’s right, and he said, “Don’t feel bad.” 

Mr. McDonoven. In other words, he identified this price war as 
being a situation in the immediate community in which you fellows 
were operating gasoline stations ? 

Mr. Anverson. That’s right. 

Mr. McDonoven. And that area that you are testifying to now is 
known as the Baldwin Park and Temple City area? 

Mr. Anverson. No, I am on Peck Road in Monrovia, right toward 
Live Oak. 

Mr. McDonoveu. Does this map represent it ? 

Mr. Anverson. I don’t think so. 

Mr. Rooszvert. No, Monrovia is a little to the north, up in that 
direction. 

Mr. McDonoveu. I think that we have sufficient proof of the man’s 
statement. 

Mr. Anpverson. And the other one asked him, why did he start it? 
He said, “Well, we put a new unit in there, and it wasn’t doing too 
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well. It only pumped 200 gallons a day as against the guy across the 
street of 2,000. 

Mr. McDonoveu. This is the Texaco dealer speaking ? 

Mr. Anperson. Yes. 

He said, “We opened the place with a grand opening and a lot of 
help here,” and he said, “No business came in,” and he said, “This made 
us very unhappy and we wanted to get the gas down and get that man’s 
gallonage up,” which it did. 

Mr. McDonoveu. I see. 

Mr. Roosevett. I think that corroborates the statement. 

Thank you very much. We appreciate your testimony. 

Mr. Streep. One thing more. 

Are we clear on the date that this happened ! 

Mr. Roosevetr. Can you give us the date of this conversation ? 

Mr. Anvrerson. No. It is the same day the gas war started. What 
date was it? 

Mr. Roosevetr. Just approximately ? 

Mr. Smrru. December 24. 

Mr. Roosgvetr. Of last year. 

Could you say of your knowledge that roughly it was December 
of 1954? 

Mr. Anperson. I would say it was later but it was the same day the 
war started, whatever the day was, but I don’t know. I didn’t put it 
down on record. 

Mr. Roosevert. Let us say it was some time last winter. 

Mr. Anperson. Yes. 

Mr. Roosrveur. Or this past winter. 

Mr. Anverson. I wish I knew but I don’t remember the date of it. 

Mr. Roosevetr. I just wanted to make sure it is the same conversa- 
tion that we are talking about. 

Mr. Anverson. Yes; was that the day the war started ? 

Mr. Smiru. Yes. 

Mr. Anperson. That is the day, then. 

Mr. Roosevett. The same day as Mr. Smith has talked about? 

Mr. Anvrerson. Yes. 


TESTIMONY OF GEORGE SMITH—Resumed 


Mr. McDonoven. Now, Mr. Smith, we have been talking about, 
generally, the rate schedules for regular, ethyl and premium gasoline 
submitted to the committee by Mr. Lynn, and the first price he quoted 
here was Texaco at Clark and Maine, at 23.9, December 24, 1954. 

Mr. Smiru. That’s right. 

Mr. McDonoven. Now, the testimony of Mr. Anderson identified 
that date. 

Mr. Samir. That’s right. 

Mr. McDonoveu. That is fine. 

Mr. Smirn. And then it goes back to relate to what Lynn said, 
that the stations around him, of course, dropped, and then the Shell 
station, which has been dropping prices in other areas—and I am 
under the impression that they dropped their tank wagon to them 
so that the boys aren’t hurt as bad as the ones where they have to 
wait for a kickback. 





274 DISTRIBUTION PROBLEMS 


That is, when that boy down there—his name is Jack—that has 
the Shell station—dropped to 21.9 instead of going in line with the 
rest of them, going just to 23.9, which gets back to where we have 
too many stations. 

That seems to be one of our main problems, that we have too 
many stations, and they are allowing too many stations to be built. 

The competition wouldn’t be so—— 

Mr. McDonoven. Whom do you mean by “they,” now ? 

Mr. Smirxu. Well, the major companies. 

Mr. McDonovenu. Well, the zoning of the city has something to 
do with that, too, doesn’t it ? 

Mr. Smiru. Well, there isn’t any regulation to the amount of sta- 
tions that are being built. 

Mr. McDonoven. There are no regular zoning regulations in Bald- 
win City? 

Mr. Smirnu. There is zoning. 

Mr. Roosrvett. But they could have four on a corner, for instance. 

Mr. Smiru. That’s right. They could have four onacorner. You 
take right down Las Tunas, in the main part of Temple City, in a 
mile and a quarter, there are 28 stations. 

We have one boy that just locked up his doors in that area—28 
stations. 

And that is where part of this discrimination comes in among 
dealers. 

We have a boy that is a Texaco dealer, too, and he is said by this 
Greenlee to be an undesirable dealer. 

Well, they set a margin of gallonage that a station should pump 
and if the dealer can’t meet that quota that they set—I don’t know 
where they get their figures from—then he is an undesirable dealer, 
and they try to wiggle him out of there. 

Well. with that amount of stations, 28 stations in a mile and a 
quarter, it is pretty hard for everybody to maintain a quota that a 
major company decides that they have to pump. 

Well, in this particular case, their quota is about 20,000, I under- 
stand, and the boy just took it over 6 months ago, and he has been 
increasing up until the time of this gas war. 

Incidentally, he is here, too. 

And when he couldn’t meet his quota—he was pumping approxi- 
mately 15,000 or something in that neighborhood—he is an undesir- 
able dealer, and they asked him to cancel his lease and get out of 
there. 

Mr. McDonoven. If that should happen and he started his busi- 
ness with the particular major oil company that he started with—I 
don’t know which one it would be—is this a general policy of all 
major companies, or are you speaking about some ons one? 

Mr. Smiru. This is a specific one. This is Texaco. 

Mr. McDonoven. Texaco. 

Now, if this gentleman that you spoke about started this business 
with a Texaco agency, and Texaco said he was undesirable because he 
didn’t pump enough gasoline, and he had to get out of business, what 
would he lose in that transaction ? 

Mr. Suir. Well, we could have him testify just exactly what he 
would lose, if you care to. 
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Mr. McDonoveu. Does he, first of all, lease the land, lease the equip- 
ment, buy it on credit? 

Mr. Smrru. He leases the station. 

Mr, McDonover. What does he own when he starts the business ? 

Mr. Smiru. He leases the station. He buys the equipment and the 
merchandise that is in it. 

Mr. McDonoveu. Yes. 

Mr. Smtru. And when he bought it, he took a 20-percent deprecia- 
tion, 10 percent a year, on the equipment. The station had new equip- 
ment 2 years before he took it over, and he bought it with a 20-percent 
depreciation from the man that had the station before. 

Having it 6 months, he asked for 25 percent depreciation from the 
chap that wanted to buy it but they wanted 50 percent. depreciation 
and the company doesn’t back him up, telling the new dealer that he 
has to buy that equipment, so he is taking a loss of 30 percent if he 
would have sold it for 50 percent, which is all the new dealer wanted 
to give. 

Mr. McDonoven. We presume that he comes up to the point that 
he does not satisfy Texaco and he has to go out of business. He loses 
what he has invested in the station unless he gets an agency from some 
other major oil company ? 

Mr. Sourru. That’s right. 

Mr. McDonoveu. And if he loses with Texaco, as an undesirable 
agent for Texaco, does that disqualify him with the major oil com- 
panies ? 

Mr. Soiru. No. 

Mr. McDonoven. Does that record pass on from one major com- 
pany to another? 

Mr. Smiru. No. 

Mr. McDonoven. It doesn’t? 

Mr. Smiru. No; but he couldn’t cancel the lease out, because the 
lease is owned, or the ground or the station is owned by Texaco, see; 
he would just have to get out of that station. 

Mr. McDonoven. He would have to get out. 

Mr. Smrrx. He couldn’t bring another oil company in there. 

Mr. Roosrverr. Now, Mr. Smith, I don’t think that you would advo- 
cate that there should be legislation which would tell individual peo- 
ple in business how many outlets they should have. That would seem 
to be a pretty direct interference on a legislative basis with the right 
of management. 

On the other hand, if they are using the number of stations and 
deliberately overstocking the number of stations in order to maintain 
a price control, enticing people into the business without any chance 
of their being able to stay in business, that is an entirely different 
thing. 

What I am trying to get at is, is your complaint simply based upon 
the fact that it is a practice of the companies to have too many stations 
in order to keep out other independent dealers? 

Mr. Smiru. That is my intention. I maintain that there are too 
many new stations being built. 

Here is Dealers’ News. This comes out weekly. 

Mr. Roosevett. Knowing that they cannot make money ? 


Mr. Smiru. That’s right. If you would like to call this here Gene 
Blaney 
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Mr. Arnowp. He is scheduled. 

Mr. Roosrvetr. Mr. Blaney is scheduled to testify. 

Mr. SmirH. He can answer some of those questions, because he is 
really qualified for it, being a manager, or assistant manager, of a 
Standard station at one time, and now he was the owner or the dealer 
of this Texaco station that he just closed the doors on. 

But what I maintain is that we should have some kind of law, just 
like they do in this State here. They only issue so many liquor 
licenses. Well, they should only allow so many service stations to be 
built in a certain area. 

Mr. Roosrverr. Of course, that is quite a different thing. The con- 
trol of liquor licenses is on a moral basis, and I don’t think we want 
to put the gasoline station in that category. 

Mr. Smirn. Here isa Dealers’ News. 

That comes out weekly, and it tells of the new stations that are being 
built and the new businesses. As you will see up here, “SS” is “service 
station.” 

And just look at the amount of new service stations. 

Mr. McDonovueu. Are these independents? 

Mr. Smirn. Those are independents and major companies. 

Mr. McDonover. And major companies? 

Mr. Smirn. And major companies. 

Mr. Sreep. Mr. Chairman, for the sake of the record, I think it 
should show that this is the publication entitled “Automotive Dealer 
News,” dated March 21, 1955. 

Mr. Smirn. This is another one, that is dated March 28, and we 
have the same situation in there. 

Mr. Roosrverr. Will you leave those as exhibits for the committee? 

Mr. Smiru. Yes, sir. 

(The newspapers will be found in the files of the committee. ) 

Mr. Smiru. I have even more if you would like them. 

Mr. McDonoveu. Now, Mr. Smith, let us follow your thought on 
that matter, now, so that we can come to some conclusion : 

You say that there should be some regulation to prevent the estab- 
lishment, the owning of, and the delivery to the public of too many 
gasoline stations ? 

Mr. Roosrverr. Ina given area ? 

Mr. McDonoveu. Ina given area ? 

Mr. Smiru. Right. 

Mr. McDonoueu. Now, in your knowledge and experience in this 
business, what is the result of that ? 

Is it loss to the individual? Is it additional service to the public? 
Is it squeezing out the small man and putting the big man in? Or 
what is it, of those three things? 

Mr. Smiru. Well, it is hard to say. We do have the small-business 
man being squeezed out, 

Mr. McDonoveu. Allright. That is one thing, then, that it does so. 

Mr. Smiru. Yes. 

And a gas war also has an effect on that, too. 

Mr. McDonoveu. And then in squeezing the small man out, it loses 
capital that he has invested in the station, doesn’t it ? 

Mr. Smirn. That’s right. 

Mr. McDonoveu. Does it give better service to the public? 
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Mr. Smiru. Well, I don’t know as it would give any better service 
to the public. It might give faster service by having so many sta- 
tions. Where my station is located, we have right now 4 stations 
in nine-tenths of a mile: Texaco, Union, and Standard have 3 stations 
under construction right now, which will make 7 stations in nine- 
tenths of a mile. 

The Standard station just opened up this last week. In fact, it 
might have been even the first of this week. I don’t know where 
they figure they are going to get the extra business from. The area 
is pretty well built up. ere isn’t much room for new homes, so 
if they don’t figure on taking business away from some of these other 
stations, I don’t know where they figure on getting it from. 

Mr. Roosrevetr. Well, now, Mr. Smith, why do they do that? Why 
is it economical for them to do it, in your opinion ? 

Mr. Smiru. I don’t know. I don’t know; because Standard Oil 
owns Signal, which is the company that I am with, and they have 
to draw business away from one of their other stations. So I don’t 
know how they are going to—— 

Mr. McDonoucu. They are competing with themselves? 

Mr. SmirH. Yes; they are competing with themselves. They are 
building a Standard station in a nine-tenths of a mile length, taking 
away business from one of their stations. Now, it could happen to 
me just the same as it happened to Gene Blaney. I have an average, 
for last year, of around 26,500 gallons a month. 

With 3 new stations going. in there, each one of those stations is 
bound to take at least 10 percent of my customers, which means that 
[ am going to be down 10 percent. That puts me in a category of, 
3 new stations, losing 30 percent of new business. That puts me in 
a category of being an undesirable dealer because I am not even hold- 
ing my last year’s average, my own average, or the year before. They 
might ask me to move. They might ask me to get out, because I am 
an undesirable. I don’t say that they will, but that is the sort of 
thing that we are trying to combat. 

Mr. Roosevett. Do you think they do that because you are getting 
too important in the area and might control it yourself? In other 
words, you are doing a successful business for them at the present 
time; is that right? 

Mr. Smiru. That’s right. 

Mr. Roosevett. Now, why would they want to get rid of you? If 
I am in business and Mr. Steed is working for me and he is doing a 
good job for me, why would I want to get rid of him? 

Mr. Smirn. That is something I can’t answer. That is the reason 
I can’t see why they put a Standard station within nine-tenths of a 
mile of me. 

Mr. Rooseve.t. Now, there must be some reason, That is what I 
am trying to get at. 

Mr. Smiru. There must be some reason, 

Mr. Arnotp, Could I ask a question? 

Mr. Roosevetr. Yes. 

Mr. ArnoLp. What has been your margin of profit in the past? 

Mr, Smiru: My margin of profit? Well, could I pass out these 
here? I had them 
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Mr. Arnotp. Before you begin that, let me put it this way: Have 
you been making fairly good money at your station up to the present 
time ¢ 

Mr. Smirn. I have been making a fairly good margin and 5.9 cents 
on a gallon of gasoline. 

Mr. Arnoxp. If a whole lot of stations were doing the same volume of 
business, instead of just 2 or 3, Standard Oil, or whatever the major 
oil company is, would still make their profit, although your indi- 
vidual retail operator would make a small profit; is that correct ? 

Mr. Smrrn. You would make a smaller profit because you wouldn’t 
be pumping as much gasoline, but I don’t know: 

Mr. Arnotp. Would it be a cheaper way for a major oil company to 
distribute gasoline, let us say, from the point of production, to the 
point of pumping it into a car? Wouldn’t it be cheaper for them if 
they had a larger supply of dealers with a lower margin of profit ? 

Mr. Roosevetr. In other words, what Mr. Arnold is trying to say 
to you is that the Standard Oil Co. doesn’t lose any money in their 
operation. It is the dealer who is losing—— 

Mr. Smrru. That’s right. 

Mr. Roosevettr. Because his margin of profit is being cut but not 
the margin of profit of the original supplier. 

Mr. Smrrn. That’s right. 

Mr. Roosrvetr. Is that correct? 

Mr. Smiru. That’s correct. 

Mr. Sreep. Mr. Smith, you mentioned earlier in your testimony the 
matter of the ratio between the price of the independent station and 
the major companies’ stations in relationship to this price war out in 
Baldwin Park. Did I understand you to say that in view of the fact 
that Mr. Lynn was 8 cents below the major company prices instead of 
2 cents, that that wide margin of difference brought on the war ? 

Mr. Smirn. That was a major factor in it, because people could go 
in there and buy gasoline for 8 cents less than they could at the sta- 
tion right across the street. 

Mr. Sreep. Have you had any indication that the major companies 
thought that the prices their retailers were charging were too high, 
or is it your feeling that Mr. Lynn’s price was too low? 

Mr. Sairu. It is my feeling that Mr. Lynn’s price was too low, 
because the station across the street was the standard price of the gaso- 
line being sold in the full area except in serve-yourself stations. 

Mr. Roostvettr. But, Mr. Smith, he testified that he could make 
money at that price, and if he could make money at that price, isn’t 
he entitled on a competitive basis to sell it? 

Mr. Smirn. That’s true. 

Mr. Roosrvett. So who is that harming? That is only harming 
you because you are being forced to pay on a wholesale basis a price, 
which in order to make a profit, you have to keep yours higher than it 
ought to be to meet his competition, but you can’t blame him—at least, 
I don’t think you mean to imply that you can blame him—for keeping 
a price where he can make a comfortable margin of profit. 

Mr. Smiru. No, I don’t blame him wholeheartedly, because if he 
can buy his gas at that pricee—— 

Mr. Steep. What I am trying to establish is, could it be that the 
major company Officials felt that a margin of around 5 or 6 cents a gal- 
lon that is bene made by the retailer, which placed him 8 cents above 
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Mr. Lynn’s price, was more margin than the retailer should have been 
making in order to meet the competition that Mr, Lynn was present- 
ing? Could the price war have been to shorten that margin as well 
as to have done the harm to Mr. Lynn that he testified about ? 

Mr. Smiru. That could be. That is probably what Mr. Greenlee 
had in mind when he ordered the price of that gasoline dropped in that 
station across the street from him. 

Mr. Roosrvett. Just let me give you a different thought: Suppose 
that Standard Oil can charge a certain price to you. They make their 
money at what you have to pay to them in order to put gas into your 
station. Therefore, if scineliody like Mr. Lynn comes along and can 
buy it at a different place through some independent refinery at a 
lower price, their margin of profit, Standard Oil’s, is going to be cut 
when they have to come down in order to let you continue to make any 
margin of profit at all. 

Mr. Smiru. That’s true. 

Mr. Roosrvetr. Therefore, they would like to run first the refinery 
out of business and secondly, of course, Mr. Lynn at the same time; is 
that correct ¢ 

Mr. Smiru. That’s true. 

Mr. McDonovuenu. Of course, there is a difference in your service to 
the public and Mr. Lynn’s. Youdootherservices. He isaself-service 
station. 

Mr. Smira. That’strue. There is a place for self-service stations. 

Mr. McDonovueu. And it is an attraction to the public to come to 
you because they get services that he doesn’t have? 

Mr. Smiru. Because they get service. They get everything that 
they need in our service station. There is a place for them, and I think 
that they will always be here but I don’t think that an 8-cent margin 
should be allowed between the two of them. Of course, if he can buy 
his gas at that price, so that he can sell it at 8 cents less, there is nothing 
that we can really do about it, and I think that that is what brings on 
these gas wars. 

Mr. Roosrvetr. In other words, it is really a refinery problem, 
basically ? 

Mr. Siru. It is really right back to the majors. 

Mr. Roosrvett. Mr. Smith, did you want to introduce evidence in 
relation to your own margin of profit? 

Mr. Smitru. No; I was just giving you some idea of what the kick- 
back is to some of the dealers. 

Mr. Roosrevetr. The record will show that Mr. Smith has given to 
the committee a chart indicating—what, now? Your margin of 
profit ? 

Mr. Smiru. On this top line is what I pay for my gasoline—I mean, 
what I sell it for here. I sell my gasoline for 29.5. It costs me 23.6. 
That is what the tank wagon price is in our area. 

In other areas, such as Baldwin Park, there is a differential for 
freight cost. 

If I wanted to go down to meet 

Mr. McDonoucu. Wait; follow that line out. 

Then your margin is 5.9? 

Mr. Smirn. My margin is 5.9. 

Mr. McDonoven. That is clear to you. 

Mr. Smirn. That is clear to me. 
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Down at the end, that is what I have as a clear margin of 5.9 cents. 

Mr. McDonoven. Yes. 

Mr. Smirn. Now, if I was to go down to meet the price of Baldwin 
Park, which is hurting me, the proposed price would be 21.9. The 
tank wagon still is 23.6 cents tome. That is what I still have to pay 
for it. The company would give me a kickback—— 

First, the next one there, the margin—which means that I would be 
selling it at 1.7 cents below what the tank-wagon-price cost. The 
company would give me a 5.2 cents kickback, which would bring my 
margin down to 3.5 cents. 

Mr. Roosevett. Can I stop you there? 

Mr. Surru. Yes. 

Mr. Roosevett. This kickback comes to you not under your regular 
contract; it can be canceled at any moment? In other words, it is a 
temporary verbal arrangement? 

Mr. Sorru. It is just a temporary verbal arrangement, nothing in 
writing. You have nothing but their word that they will give you a 
kickback. 

Mr. Roosevett. So, in other words, this kickback is for the duration 
of the peor wre period. 

Mr. Suirn. Right. 


Mr. Streep. Now, Mr. Smith, you have illustrated here what I was 
asking you about a moment ago. This price-war situation that you 
find yourself in here not only meets Mr. Lynn’s independent competi- 
tion but it also accomplishes the purpose of cutting down the margin 
of the retail dealer’s profit, which, there has been some testimony and 
indication, is the thing that many of the major companies seek to do 
when they think the dealer margin is too high and therefore the price 


to the public is too high. 

Mr. McDonovuen. Yes; that is true, Mr. Steed, but as I get the 
testimony of Mr. Smith, this price war he says was started by Mr. 
Lynn in this instance. 

Mr. Situ. Between Lynn and the Texaco station across the street. 

Mr. McDonoven. Allright. Lynn and the Texaco station. Which 
results in his margin being reduced from 5.9 to 3.5. 

Even with the kickback, your margin is reduced. 

Mr. Sorru. That’s right. 

Mr. McDonoven. Now, this kickback of 5.2 cents per gallon—— 

Mr. Smirn. That’s right. 

Mr. McDonoven. That is delivered to you. 

Mr. Smirn. That is not cents per gallon. That is a kickback. 

It is cents per gallon. 

Mr. McDonoven. It is cents per gallon but it is not in cash. It is 
just an additional volume of gasoline. 

Mr. Smirn. That’s right. 

Mr. McDonoven. That is just a bookkeeping transaction. You 
don’t get any additional money back. 

Mr. Smitx. It would show a credit on your invoice that would say 
“Credit.” It wouldn’t say what it was for. It would just say 
“Credit.” 

Mr. McDonoveu. Now, of course, we don’t want the record to 
show—at least, I don’t understand the record to show—that Mr. Lynn 
started the price war out there. Who started the price war? He is 
a small, independent dealer, too, and he is being pushed around by the 
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big majors, and in this instance, the major is trying to meet the situa- 
tion of an independent by giving you a kickback, which reduces your 
margin, which Mr Steed indicates, and is true, would eventually run 
you out of business, if you have to go down too far. 

Mr. Smiru. That’s true. 

Well, the major company, Texas, actually started the war, then, 
if you don’t want to blame it on Mr. Lynn. 

Mr. McDonoveu. I don’t want to blame it on anybody. I want to 
find out where it came from. 

Mr. Roosrvetr. The other thing that interested me in relation to 
Mr. Steed’s question is that while temporarily they have cut you 
down to 3.5 cents margin, that is just a temporary thing. 

In other words, there is no thought in your mind or as I under- 
stand it, in their mind, that as soon as they have driven Mr. Lynn 
out of business, they wouldn’t go back to 5.9 for you ? 

Mr. Smirn. We don’t have any assurance that it will go back to 5.9 
cents margin on our gasoline. Here just a few years ago the service- 
station operators got together and managed to get an extra margin on 
their gasoline so that they could afford to pay their help a higher 
wage and give better service with better margin, and I think that that 
is part of the trouble right now; that the companies are trying to cut 
our margin down, whether it is to bring the price of gasoline to the 
public down or whether it is to bring their margin up, or what, I 
don’t know, but I do know that the Union, Union Oil Co., has come 
out and bought up all the gasoline in their dealers’ tanks tore up old 
contracts where they were receiving 414 and 5 cents margin on their 
gallonage, and giving them new contracts, saying that they only get 
314 cents margin, which kind of substantiates some of the things that 
you say, about hearing about wanting to cut our margin down. 

Now, you take out in Baldwin Park; being in a different freight 
differential, they pay more for their gasoline, and they are supposed 
to sell it for more, so their kickback and their margin is even going 
to be less. They are going to have to lay more out of their pocket 
each time they sell a gallon of gasoline than I do, which shows right 
there. If they buy their gas for 21.9, they have to pay 4 cents more, 
because of a different price differential, which means that every time 
they sell a gallon of gasoline, they have to take 2.1 cents out of their 
posras to buy that gasoline to sell to the public and that is what is 
wreaking the small independent operator out there. 

We have one boy right here in the audience, Dick Patterson, that 
closed his doors last Friday. 

Mr. McDonoven. He had no kickback? 

Mr. Smirn. They gave him a kickback just the same as they give 
other men but the kickback doesn’t come right away when you buy 
your gasoline. Some of these, as it says right here, have to wait as 
high as 50 days for their kickback. Some get it in 2 weeks; some get 
it in 30 days, and some 50 days, 

Mr. McDonoven. Now, wait aminute. We just said it was a book- 
keeping transaction. It is a matter of additional volume of gasoline 
involved, isn’t it, and not in dollars and cents? 

Mr. Smiru. You still have to pay for your gasoline when you get it. 

Mr. McDonoven. Yes. 

Mr. Rooseveit. You get an invoice with a credit on it but you pay 
the original tank price? 
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Mr. Smirn. You pay the original price. 

Mr. Roosrverr. And the credit is applied maybe 50 days from now, 
or whenever it suits the companies. 

Mr. Smiru. Which means that, after you have taken all your money 
to buy your gasoline at 24 cents and selling it at 21.9, every time you 
sell a gallon of gasoline you have to take 2.1 cents out of your pocket 
to buy the gasoline, so that profit and that 2.1 cents is tied up all the 
time, and whenever your resources are gone you are either out of busi- 
ness or you have to borrow money to stay in business. 

Well, this chap here couldn’t afford to borrow money to stay in busi- 
ness, so he had to lock up his doors. 

Mr. McDonoueu. He had a leased station, or did he own it? 

Mr. Smiru. He had a leased station. 

Mr. McDonoveu. I see. 

Mr. Sreep. Mr. Smith, according to your figures here, it would be 
indicated that the problem a major company had in meeting Mr. 
Lynn’s price was the total reduction in the retail price of major com- 
pany gasoline of about 7.7 cents a gallon, and if my figures here are 
correct, it works out that in making this cut to meet competition the 
oil company absorbed about 4.1 cents of the cut and they asked the 
dealer to take about the difference between 5.9 and 3—— 

Mr. Smiru. 2.4 cents. 

Mr. Streep. In other words, it had the effect of requiring the retail 
dealer to help the major company fight a price war. 

Mr. Smiru. That’s right. Hurting the independent dealer, be- 
cause he has to take money out of his pocket to fight their gas war. 

Mr. Roosrvetr. Mr. Arnold, any other questions ? 

Mr. Arnotp. No questions. 

Mr. Roosrvert. Thank you very much, Mr. Smith. On behalf of 
the committee, we appreciate your coming down. 

Mr. Arnoxp. Mr. Smith, could you give your name and address to 
the press table when you are through ? 

(Witness excused. ) 

Mr. Roosevetr. I am going to call a Mr. Nolton, if he is present at 
this time, briefly, in order that he can give us from an accountant’s 
standpoint the dealer’s cost of pumping 1 gallon of gas into a car. 

Mr. Nolton, would you raise your right hand, please, sir? 

Do you solemnly swear that the evidence which you will present to 
this committee is the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Notron. I do, sir. 


TESTIMONY OF JAMES W. NOLTON, TEMPLE CITY, CALIF. 


Mr. Roosevertr. Would you give your full name, please, and your 
address to the reporter ? 

Mr. Nouron. My name is James W. Nolton. My business address 
is 9602 Las Tunas Drive, in Temple City. I operate a bookkeeping 
service, and the largest part of my business is dealing with service 
stations. 

Mr. McDonovueu. Are you aC. P. A.? 

Mr. Nouton. No; I am not. I just operate a bookkeeping service, 
as a bookkeeper. 
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I have been in this business for approximately 7 years in the same 
location, so I think I know a few of the problems that confront these 
men. 

Two days ago, Mr. James Hall, the secretary of this newly organized 
dealer association, asked me if I couldn’t fix him up a little paper 
showing about what it cost to do business, pump gasoline, and I stated 
at the time that any facts or figures that would be shown would be 
subject to criticism and argument, due mainly to the methods of arriv- 
ing at these costs and various local factors entering into the individual 
operation. 

But I have here figures that I have taken this morning from 10 
of my accounts. They are all from five major brand companies in 
this area out here that is affected by this price war, based on com- 
plete 1954 figures. 

To arrive at this figure that I have got, I took their total expenses 
for the year, their total gasoline gallon sales, their dollar sales in 
gasoline, and their dollar sales of all products, and found that by 
determining what part of their sales was gasoline, which in this case 
was 77.97 percent of their volume of business, which was gasoline, 
that it cost them 5.31 cents per gallon to pump gasoline in 1954. 

That includes depreciation on their equipment, all taxes, payroll 
and property, and just normal operating expense. 

Mr. Roosrvett. In other words, to pump 1 gallon of gasoline, it was 
how much? 

Mr. Norton. 5.31 cents per gallon. That is what it cost the dealer, 
and that does not include any compensation whatsoever for the owner 
or the operator of the station. Anything that he gets for living is 
above that figure. 

Mr. McDonoven. Now, this is a station that services the public in 
a general way? They do lubrication, they sell tires and batteries 
and other accessories ? 

Mr. Nouron. Yes, that’s right. 

Mr. McDonouen. And it can’t be compared to the accounting for 
delivery of a gallon of gas by a self-service station. 

Mr. Nouron. No, definitely not. 

Bc McDonoveu. These are independent stations you are talking 
about. 

Mr. Noxron. These are all independent, leased stations, handling 
major products of gasoline. 

Mr. McDonovexu. Now, do you have comparative figures to show 
that that is close to or approximates the cost of delivering a gallon 
of gasoline by a major station, owned by the major company ? 

Mr. Nouron. No, I haven’t 

Mr. McDonovucu. You don’t? 

Mr. Notton. No. 

Mr. McDonoveu. Now, in arriving at your average of 5.2, you 
say 

Mr. Nonron. 5.35. 

Mr. McDonoveu. In arriving at that average, what was the mini- 
mum and maximum? Do you have that? 

Mr. Nouton. You mean, in these individual stations? 

Mr. McDonovuen. Yes. 

* Mr. Nouron. Well, I took 

Mr. McDonoven. Did any of them exceed 5.55% 
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Mr. Nouton. Yes; some of them went as high as 5.9, and some of 
them to 4.78, but I took stations that were all individually owned, not 
partnerships, and hired one or more full-time employees, for the 
simple reason that they would give a better cross section of the busi- 
ness than, for instance, a partnership with two or more partners that 
do not enter into the cost of operating a station, through wages. 

And I have some units that operate, small volume units, that just 
one man handles practically himself, and possibly a part-time employee 
on weekends, so | don’t think that would be a fair cross section, either, 
to take something like that. His operating costs would be down 
possibly to 214 or 3 cents. 

Mr. Steep. Have you any way of knowing the approximate num- 
ber of hours per day these 10 stations remained open ! 

Mr. Notron. Yes; they all remained open from 7 in the morning, 
approximately from 7 in the morning until 9 at night. 

Mr. Streep. All operated on about the same time schedule? 

Mr. Notton. Yes. 

Mr. Roosevetr. And they are all in this general vicinity of Temple 
City and Baldwin Park? 

Mr. Notron. Yes. 

Mr. Sreep. How did they rate as to the number of employees per 
station ? 

Mr. Nouron. Well, they probably averaged 214 employees in this 
group of stations. 

Mr. Sreep. That is in addition to the manager? 

Mr. Norton. Yes. 

Mr. Roosevetr. In other words, your figures will take in nothin 
for the individual operator who actually would work in the station! 
You don’t include any remuneration for him of any kind? 

_ Mr. Notron. Nothing at all for him. That is what he has to pay 
out in cash before he gets anything. 

Mr. McDonoveu. It is his labor, but he doesn’t get any profits? 

Mr. Norton. Yes. 

Mr. Roosevetr. He works in the station, too. 

Mr. Notron. He works in the station. Most of these fellows work 
70 hours a week in the station. 

Mr. McDonovueu. Then do you include in that a labor cost to him? 

Mr. Notron. No. 

Mr. Rooseve.t. Would you care to leave that slip, or would you care 
to revise it and submit it to the committee through Mr. Arnold, who 
will make arrangements with you at a later time so that we can have 
it in the form that you would like to submit? 

o Notron. All right, I could do that. 

‘ine. 

Mr. Roosevett. Fine. 

Thank you very much, Mr. Nolton. We appreciate your testimony. 

Mr. Noutron. Pardonme. There is just one thing that Lynn brought 
up. He was stating that his gasoline compared with other major 
brands through octane rating. Well, I have felt all the time that in 
California, especially, and I know that some States do this, stations 
and oil companies are required to show the public other elements enter- 
— the value of their product. 

or instance, the sulfur content of gasoline, the tar content; the 
combustion point, different temperatures. 
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Well, those things enter into the quality of gasoline probably a lot 
more than the octane rating, and that is never mentioned in any price 
controversy, and I would like to see it legislated in California, to have 
it be open to the public to see what they are buying besides octane 
rating. 

Mr Roosevett. In other words, you feel that in California we will 
put this in only because it is something that you wanted to put in, 
because it would not be a Federal matter, it would be a State matter? 

Mr. Notron. No, it would be a State matter. 

Mr. Roosrvetr. You would like to see standards of production made 
available to the public so that they would know more than just the 
octane content of the gas. 

Mr. Notron. Yes. I think that is very important. 

Mr. Sreep. What you are saying is that there are more ways to 
test the quality of a gallon of gasoline than just the octane. 

Mr. Notron. Than just in stating the octane rating of it. 

Mr. Sreep. And at the present time none of these other factors are 
included in the public notice as to the quality of gas? 

Mr. Notron. No; not that I know of. I have never seen it in any 
pieces of advertising at any time. 

Mr. Roosrvett. Thank you, Mr. Nolton, very much. We appreciate 
your coming. 

Is Mr. Blaney here, of Temple City ? 

Will you raise your right hand, please, sir? Do you solemnly swear 
that the testimony which you give before this committee will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Buaney. I do. 


TESTIMONY OF GENE BLANEY, LOS ANGELES, CALIF. 


Mv. Roosrevetr. Would you give your name and your address and 
your business affiliation to the reporter, please ? 

Mr. Buanry. My name is Gene Blaney, and my address is 2317 
Miramar, Los Angeles 57. 

I was formerly in the business known as Charles’ and Gene’s Texaco, 
as a coowner with my father, in Temple City, and right now my 
equipment and all my stock are locked up in Texaco’s station, without 
me having a key or without a complete ah péioal inventory being taken 
of it. It is a big mess, and I have the original inventory of equip- 
ment that I purchased when I went into there and a partial inventory 
that was taken last month when they had the man check me out. 

The whole story—going right back to the beginning—the station 
was opened approximately 214 years ago, and Howard Hammer was 
the first owner and the quota was set at 20,000 gallons—that should 
be the monthly average of gallonage going out of that station, and 
after 2 years of operation and lots of trouble with the Texas Co., 
Howard was finally—his lease was not renewed because he couldn’t 
meet, 20,000 gallons. 

_ So I, through a friend of mine—he contacted me—I had a good 
job with Standard stations. I had been assistant manager for 314 
years, and they felt that I had the ability to take that station over 
and bring it up past 20,000 gallons, which [ could not do in 6 months. 
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Mr. McDonovcu. Now, wait: They thought that you had it, and 
you took it over then? 

Mr. Buanery. They thought that I could do it. 

Mr. McDonoven. And you took it over from—what is his name? 

Mr. Buaney. Howard Hammer. 

Mr. McDonovex. How did you take it over? What did you put 
into it out of your own pocket ? 

Mr. Buanery. I purchased everything that Howard had in equip- 
ment and stock. 

Mr. Roosrverr. In round figures, about what was your investment 
in the station ? 

Mr. Braney. $3,000. 

Mr. McDonoven. Leased land? 

Mr. Buaney. Leased land. 

Mr. McDonovexr. But you took clear title to the equipment? 

Mr. Buaney. Yes. 

Mr. Steep. Did you sign a lease with Texaco? 

Mr. Buaney. Yes; for 1 year. 

Mr. Streep. And you have only been in there 6 months? 

Mr. Buaney. Yes, sir. 

Mr. Roosrvett. How can they cancel your lease? 

Mr. Buaney. I signed a cancellation of lease. 

Mr. Roosevett. You signed a cancellation of lease? 

Mr. Bianery. Yes, I did. 

Mr. McDonovenu. After 6 months’ experience with them, you 
signed a cancellation? 

Mr. Buaney. That’s right. They asked me to, because—— 

Mr. McDonoveu. In the terms of the original contract, what did 
they ask you to do to maintain the station for a year? 

Mr. Bianey. I might have that here. 

Mr. Steep. Did you agree in writing that you would get out if you 
couldn’t get the gallonage up to 20,000 a month? 

Mr. Buaney. No, I didn’t. 

Here is the lease. 

Mr. Rooseveutt. Now, why did you sign the cancellation of lease 
at their request? 

Mr. Buaney. Well, it has to do with this price war, also. I owed 
them $370. I was deficient in that amount because of this price war 
hurting my business to the point where I went in the hole like that, 
and they would not deliver me any gasoline unless I paid them that 
money. 

Mr Roossevett. Now, why couldn’t you make money? Was the 

rice to which they indicated you had to go lower than what you 
ad to pay for it? 

Mr. Buaney. Well, the price war was too close to me, and my 
customers for a 10-minute drive could save 8 or 10 cents a gallon, 
and most of them took off in that direction. 

Mr. Roosrvertt. And no attempt was made by Texaco to assist 
you to meet that competitive price? 

Mr. Buaney. That’s right. 

Mr. Roosevett. In other words, they didn’t come around and offer 
you a kickback, or whatever it is? 
“ Mr. Buaney. No. I went down and talked to Mr. Heinlein. He 
is—well, I don’t know what his title is, but he is up there in the 
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Texaco, and I talked to him one day, and he asked me, well, why 
don’t I go down and meet the prices? 

But he didn’t go into detail as to how it could be done, and I 
didn’t want to be the man to start the price war in Temple City. 

Mr. McDonoueu. Now, let us talk about price. When you took 
the station over, the price of gasoline was what? 

Mr. Buaney. It was 28.6 

Mr. McDonougH. 28.6? 

Mr. Buaney. That is what I sold it for on the regular. 

Mr. McDonoucnu. And that was 6 months ago? 

Mr. Buaney. Yes, sir. 

Mr. McDonoveu. And the price war began when ? 

Mr. Buanegy. Well, December 24 is when it began. 

Mr. McDonouGn. Shortly after you took it over, then ? 

Mr. Buaney. That’s right. 

Mr. McDonovueH. And you were making a satisfactory profit at 
28.6% 

Mr. Buaney. I was; yes, sir. 

Mr. McDonovuen. And were you pumping more than 20,000 gallons 
a month ? 

Mr. Buaney. No; I had not come up that far. I was slowly climb- 
ing up through December. 

Mr. McDonovuen. What other service did you render besides selling 

asoline ¢ 
” Mr. Buaney. Lubrication, labor, and selling of tires, batteries, ac- 
cessories. ‘ 

By the way, I was informed that I could not keep Penzoil, in the 
back room. They told me that I definitely could not keep it else I 
would have trouble. They told me that I couldn’t 

Mr. Roosgevett. Now, who is “they” ? 

Mr. Branry. Mr. Greenlee. 

Mr. McDonovucu. Who is he? 

Mr. BuaNey. He is a field representative. 

And also Mr. Heinlein, his own manager. 

Mr. RoosrvetT. Is Mr. Greenlee the salesman for the TBA articles? 

Mr. Buaney. No; he is salesman for the Texas Co. 

Mr. Roosrveur. He is a salesman for the Texas Co. ? 

wo BuanEy. I buy my tires, batteries, and accessories from other 
people. 

es Roosrvanz, And who was the other representative you men- 
tioned ¢ 

Mr. Buianry. Mr. Heinlein is the zone manager. 

Mr. Roosrvetr. Heinlein ? 

Mr. Buaney. Yes, sir. 


Now, the type of trouble I had, Mr. Greenlee and Mr. Heinlein 
both have told me that I couldn’t have Penzoil in the back room 
to meet my customers’ demands. I did not have it displayed. It is a 
competitive oil with Havoline. That is Texas Co.’s et oil, and I 
kept it in the back room out of sight but it was there for people’s needs 
if they wanted it. 

Mr. McDonouen. Was there anything in the contract that said that 
you could not do that? 

Mr. Buaney. No. 

Mr. McDonovex. You mean this was just a verbal warning to 
you by these people? 
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Mr. Buianey. That’s right. 
Mr. McDonovucH. What other things did they warn you that you 
couldn’t do? 

Mr. Buaney. Well, Bardahl is an oil additive. It is supposed to doa 
little better job on the engine, and they would not let me display that 
on the front of the station. They said, “If you do that, you are in 
trouble.” 

Mr. McDonovcn. Did they object to your selling it to your cus- 
tomers if you didn’t display it? 

Mr. buaney. Not the Bardahl. They said if I kept it out of sight, 
or not necessarily out of sight, but upon a shelf along with any other 
accessories, that would be O. K., but not to have it in a little rack 
in the front of the building. 

Mr. Roosevett. What about tires, batteries, and other TBA items? 

Mr. Buanry. They didn’t give me any trouble on that. That was 
fine. 
Mr. Roosrvett. You could sell whatever tires you wanted to sell. 

Mr. Biangey. Whatever I wanted. 

Well, they preferred, tires, to sell B. F. Goodrich, and I imagine 
I would have trouble if I tried to change, because they get a kickback 
trom the supplier. 

Mr. McDonoven. Did you get into any controversy with them 
concerning the Penzoil, to the point that it would affect your contract 
with them? 

Mr. Buianey. No; I kept the Penzoil in the back room. 

Mr. McDonoven. You just acceded to their request? 

Mr. Buaney. No; I kept the Penzoil in the back room. I told them 
I could keep it there. 

Mr. McDonovcn. You did not agree with them, then? 

Mr. Buaney. I did not agree with them; no. 

Mr. McDonovuen. And they didn’t force you to do anything from 
then on? 

Mr. Buaney. No; but it is just one reason why I am half in and 
half out of the Texaco station. 

Mr. McDonoven. All right. 

Then the price war came along and you were not pumping 20,000 
gallons, and—shortly after you went into the station. 

Flow Jon did you stay in during the price war? 

Mr. Buaney. 1 was in up until last month. 

Mr. McDonoven. And what did you sell finally at? 

Mr. Buaney. Well, the normal procedure for checking a man out of 
a station is to find another buyer that will buy all the stock and equip- 
ment and the whole works, and they brourht a buyer there Monday 
morning, and I signed by cancellation last Friday. 

(A note was handed to the witness, ) 

Mr. Buianey. Oh, yes; by the way, another thing on this not being 
able to get up to 20,000 catia in December : 

They started this racetrack out there, Santa Anita, and they re- 
routed the people so that they couldn’t come through my station. 

Mr. McDonovcn. Well, Texaco didn’t do that? 

Mr. Buaney. No; but that is another reason why I could not go 
up, you see. 

Mr. McDonoveu. I understand. 
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But you couldn’t get your 20,000 gallons, and then you had to meet 
the price war, and then you went down from 28.6 to what, finally; or 
did you go down? 

Mr. Buaney. I did not godown. I did not go down at all. 

Mr. Roosevett. He did not go down. 

Mr. McDonoven. So they found a satisfactory buyer, and they 
confiscated your equipment and haven’t paid you yet; is that the idea? 

Mr. Buaney. Well, the buyer came in Monday and they started an 
inventory, and the buyer had been told that he didn’t have to buy 
anything except what he wanted, because Charlie and Gene are going 
into another service station. 

Now, before I signed the cancellation of lease, I told Mr. Greenlee 
and Mr. Heinlein over the telephone, I said, “Before I sign this release, 
I want to be assured of the fact that I won’t have to take a thing with 
me.” 

“Don’t worry ; everything is fine. I wouldn’t have a thing to worry 
about. They will take everything. They are nice boys.” 

So they came in and they started taking inventory and setting things 
aside that they didn’t want. 

Well, then, that is when the trouble started. I told them: “Well, 
now, I wanted to sell everything.” 

At any rate, Texaco told me I did not have anything to say about it. 
Mr. Greenlee told me I didn’t have anything to say about it because 
my lease was canceled and I was on their property, and I even have a 
witness that will say that he asked this other man to throw me off the 
station before the inventory was even completed. 

So we went through the day and until about 8 o’clock in the eve- 
ning and they made an inventory of just exactly what the guy wanted 
to buy, and nothing of what was there. 

That evening about 10 o’clock, the incoming dealer called my house 
and asked me how to get hold of Mr. Greenlee and that he had thought 
= whole thing over and felt it just smelled, and he wanted no part 
of it. 


So the next day, in the afternoon, he signed a cancellation of the 
the lease. 

He signed a lease on Monday and the cancellation on Tuesday, and 
said, “I don’t want any part of it.” 

So then Mr. Greenlee asked me if I would go in and take the station 
over again, on 2 day-to-day basis, and I told him no, I would have no 
part of it. 

Mr. Heinlein was there also, and they said, “Well, what if we put 
it in a public warehouse?” 

I said, “That is your business.” 

He said, “What if we move it out in the street ?” 

Tsaid, “Go ahead. It is your responsibility now.” 

So as it is, the Texas Co., has the keys to my station, although I 
don’t have a lease on it now, but all my stock and equipment are in 
there and not a complete physical inventory of it taken, and I don’t 
know where I will stand. I don’t know if I will come ont with my 
money but it is costing me money to be unemployed and not able to 
spend the time looking for a job. 

Mr. McDonoveu. You have a case for the municipal court, I think. 

Mr. Roosevett. That’s right. I don’t think that there is much we 
can do to help you, Mr. Blaney. 
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Mr. Buaney. Yes, but that is the kind of treatment that I had. 

Mr. Sreep. There is one point that I had there: 

How far out of the price-war zone physically is this station which 
you have situated ? 

Mr. Bianey. Approximately 4 miles. 

Mr. Sreep. What was you gallonage in December? 

Mr. Buaney. I pumped 16,279 gallons in December. 

Mr. Sreep. Then in January, February and March, what change 
was there from that figure? 

Mr. Buianery. January went down to 14,000; February went down 
to 11,000; and March—well, there are 31 days in March, and I think 
that was 12,800. 

Mr. Sreep. And you think that is a direct result of the nearby gaso- 
line war drawing business away from you ? 

Mr. Buaney. Yes, I do. 

Mr. Sreep. Did you discuss that factor with the Texaco people? 

Mr. Buaney. I most certainly did, and they said, “Well, it doesn’t 
seem to bother anybody else.” 

Mr. Sreep. Did you discuss the gallonage situation with any of 
your neighboring dealers? 

Mr. Brianery. By all means, and the boys across the street from 
me, there were a Union Oil station and a Richfield station, and both 
of them lost gallonage. 

Mr. Streep. That’s all. 

Mr. Roosevett. When you were originally invited into this, to take 
over this station, was it painted to you as a business that would have 
considerable profit ? 

Mr. Buaney. By all means. They painted the picture that the 
outgoing operator was a very poor operator, and he is in this audi- 
ence now, and from my own experience at that station, I know that 
he was a good operator. It is just that he got the same bunko that 
I got. 

Mr. Roosevett. In other words, you are not going to go back into 
the retail gasoline business? 

Mr. Buaney. I doubt it very much. 

Mr. Roosevert. Have you any suggestions that you would like to 
make to this committee as to how you think a Federal law could have 
been of assistance to you? 

Mr. Buianey. Well, for one thing, at a fair price, I think my sta- 
tion should have been purchased from me. After all, I am not selling 
my lease. I am not doing anything but selling a business. I had a 
business known as Charlie’s & Gene’s Texaco. That is in the State 
board of equalization, that is how it is billed and everything, and I 
was selling a business but according to the Texas Co, people, Mr. 
Greenlee and Mr. Heinlein, I had nothing to say about it because it 
was their premises. They just said that the incoming dealer should 
buy what he wants, and I would take everything with me, with no 
guaranty that I would come out of there with a penny. 

Mr. McDonovueu. In other werds, you have put the $3,000 in, and 
up to now, you have gotten nothing back. 

Mr. Buanry. Nothing back. 

Mr. McDonoven. And you have had a poor experience with them. 

Mr. Buaney. Very poor, right from the very first week in there. 
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They even went so far as to tell me that the top of my pump was 
dusty ; “Why don’t you get a rag and clean it off?” 

And “Why is your dad in khakis washing a car? What is wrong 
with him wearing his other pants?” 

Well, good Lord—— a 

Mr. McDonoveu. Of course, that is administrative formalities. 
We wouldn’t want to get into that. 

Mr, Roosevetr. Except for one thing: 

Does your lease contain in paragraph 7 a clause which states that 
the company specifically states that you are an independent operator; 
that the policy of running your station and any business practices 
that you use shall be entirely yours from the date—and that they will 
take no responsibility and will not interfere in any way? 

Is that in your lease? 

Mr. Braney. I don’t know. 

Mr. Arnotp. I am looking. 

Mr. Roosrvett. The reason I bring that out is that that bears upon 
the witness’ testimony, that when you go around and insist that the 
top of a pump isn’t being properly dusted, you are interfering, in 
violation of the lease, with the independent operator of the station; 
is that right? 

Mr. Buaney. That’s right. 

Mr. Roosevett. Is that part of your claim of unfair practice? 

Mr. Branry. It is, and as far as that goes. Mr. Heinlein came in one 
time and was going through the drawers of my desk looking at papers 
while I was out on the drive pumping gas in a car. 

What can you do? He was in there. He was going through the 
drawers; he was going through the back room and all over. 

Mr. Arnon. T don't see that provision. 

Mr. Roosevett. Why do you think he was doing that? 

Mr. Buanry. I don’t know. I don’t know what he was hunting for, 
but just checking, and he would come in, and my daily tab sheet is on 
top of the desk, and he would automatically look it over, without 
asking my permission. 

Mr. McDonovenu. Are you personally acquainted with any other 
Texaco lessees that are successful operators ? 

Mr. Buangy. Yes, I am. 

Mr. McDonovenu. And do they have similar experiences with their 
regional and field offices that you have had? 

Mr. Buaney. Not quite as bad. That is, just once in a while. But 
if you are doing a job—in other words, if you are doing more than 
your quota, they don’t even bother to come around tc see you, except 
once every 2 or 3 months. 

Mr. McDonoven. In other words, do you attribute the fact that he 
did these things to stimulate you to get greater volume and bring it up 
about 20,000 gallons. 

Mr. Buaney. Yes. 

Mr. McDonoucn. That was his purpose? 

Mr. Buaney. Yes. 

Mr. McDonoveu. That is your opinion. 

Mr. Steep. Who made these lease cancellations? Did you make 
the first request, or the company ? 

Mr. Bianry. My dad said, one night, “Why don’t you get out?” 
And getting out would mean signing a cancellation. 
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Now, let. me think, now. It all happened last Friday. I ordered 
some gasoline and they would not deliver it because I was $370 behind. 

Mr. Greenlee picked up the money ; he picked it up in credit slips and 
a $791 check and he took it and said, “Well,” he said, “I don’t. know if 
I can get you gas or not. You had better call Mr. Heinlein.” 

So I called Mr. Heinlein, and he said “No,” 

Now, on this $370, I had a $500 deposit offset fund in there to take 
care of such deficiencies as that, and as far as the gasoline, I got the 
gasoline on a consignment basis. I paid for the gasoline after it was 
sold. They would not deliver me any gasoline and what alternative 
do yen have if you have a service station and no gas? You have to 
sell out. 

Mr. Streep. Now, go over again the reason why they refused to de- 
liver gasoline. 

Mr. Buaney. Because I owed them $370 that I had gotten behind 
on, in the delivery of oil. 

Rug McDonovueu. And at the same time, you had a $500 credit with 
them ? 

Mr. Buaner. And I had a $500 offset fund to compensate for that, 
but that wasn’t good enough. 

I even asked them about that. 

But whenever you say anything that might hit home, they change 
the subject. They won’t pay any attention. 

Mr. Streep. How much in dollar value would the order of gasoline 
have amounted to had they delivered it? 

Mr. Buaney. $1,600, approximately. 

Mr. McDonoveu. But it was all delivered on consignment? . 

Mr. Buanry. Yes, it was. I paid for it after I sold it. 

Mr. Roosrveit. Mr. Arnold, do you have anything further? 

Mr. Arnoxtp. Can you tell us approximately how many stations 
there are within a radius of, let us say, 1 mile of your station ? 

Mr. Buangy. Well, I would say approximately 20. 

Mr. Arnotp. Twenty. 

Did any representative of Texaco ever make any demands to you 
as to the hours that should be worked ? 

Mr. Buaney. Yes; I didn’t open my station until 7: 30 in the morn- 
ing, and I was told that I could not open at 7:30, because all Texaco 
stations opened at 7 o’clock. 

Mr. Arnovp. You told me yesterday informally about a conversation 
that you had had with the superintendent concerning company-oper- 
ated stations and lessee stations. Do you recall that 

Mr. Buaney. That was at a different time, when I was working 
with the Standard Oil Co. I was with my station manager—he was 
the station manager and I was the assistant—talking with the super- 
visor, and it was a small] station and there were four people working 
on it, and the cost wasn’t very high. 

He said, “Gee, the cost is so high on this place I am either going 
to have to turn it to Chevron or a consignee.” 

Mr. Arnotp. When you say “Turn it to Chevron,” you mean—— 

Mr. Buianey. Turn it into a dealership, into a leasing station. 

Mr. Arnotp. Did you ever have any evidence or indication that 
when a station became profitable, that is, a station operated by a 
lessee, that the company would then change over to a company- 
cperated station ? 
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Mr. Buanry. Now, I don’t know the particulars on this case but at 
Third ,and Alvarado—that is one block from where I live—it has 
been a Chevron station since I have been there, a year and a half, and 
2 weeks ago, that went back to Standard stations. 

I don’t know whether it was because they didn’t renew the lease 
or what the story was on it, but I know that it went from Chevron 
to Standard. 

And I have known of stations that have gone from Standard to 
Chevron, and the cost is involved in both cases. 

Mr. McDonoveu. Will you yield, Mr. Arnold? 

Mr. Arnoip. Yes, sir. 

Mr. McDonovueu. You say you have been assistant manager for 
Standard Oil? 

Mr. Buaney. Yes, sir. 

Mr. McDonoveu. And does that mean that you were assistant 
manager of a station or for an area? 

Mr. Buaney. Of a station. 

Mr. McDonovueu. Of a station. 

Mr. Buaney. Of a station only. 

Mr. McDonovucn. And how long were you employed in that job? 

Mr. Buanery. Four years and 2 days. 

Mr. McDonoveu. Was that your first experience in the gas busi- 
ness ¢ 

Mr. Buanry. Yes; I started with Standard stations when I was 18 
years old. 

Mr. McDonoven. Then during that experience with Standard Oil, 
did you find this kind of practice with them, that you had to kee 
up a certain volume, that you had to keep the top of the pump olished 
up and you couldn’t have other products around and this, that, and 
the other thing? 

Mr. Biangey. We were employees. They just had normal pro- 
cedures. Actually, it was the responsibility of the manager of the 
station, and the men working under him, to keep the place in good 
order, and good working condition. 

Mr. McDonovuen. Were you at the same station all the time you 
were employed ? 

Mr. Buanry. No; I worked at seven different Standard stations. 

Mr. McDonoveu. What about maintenance of volume? Did it go 
up and down at these various stations or did it always go up? 

Mr. Buanry. They always were basically the same. 

Mr. McDonoven. You mean when you went on the station the gal- 
lonage was so much and it stayed that, way for most of the time? 

Mr. Buanzy. Yes, approximately, it was always the same. 

Mr. McDonoven. It didn’t increase? 

Mr. Buaney. No, not anything to be talked about. 

Mr. McDonoven. And it didn’t decrease. 

Mr. Buaney. No. 


Mr. McDonovex. Now, you said that you had personal in- 
tance with other Texaco dealers. " Pee one 


Mr. Bianey. That was the very manager that I was talking about 
at that time. He has a Texaco station. - 


i McDonovueu. And they are operating yet? He is still operat- 
ing 
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Mr. Buaney. He is still operating. He purchased the station 
brandnew. 

Mr. McDonovueu. Does Heinlein have that same area? 

Mr. Buaney. Yes, sir. 

Mr. McDonoven. Are Heinlein and Greenlee operating in this same 
area ? 

Mr. Buianey. Yes, sir. 

Mr. McDonovucn. What do other lessees of Texavo tell ‘you con- 
cerning Greenlee and Heinlein? Do they treat them the same as they 
treat you? 

Mr. Bianey. They are not treated that way, in detail. They get 
dissatisfied, but they don’t let it worry them. Iam a perennial worrier, 
I guess. 

Mr. McDonovuen. You mean what Greenlee and Heinlein told you, 
you worried about: the other fellows don’t pay much attention to it? 

Mr. Buaney. That’s right. 

Mr. McDonovuen. And you felt that if you stayed in this location 
and there was no price war, you could have built that up to 20,000 
gallons ? 

Mr. Branery. I think so, yes. In fact, I told Mr. Greenlee that if 
after I had been in that station 1 year, if it wasn’t doing 20,000 gal- 
lons, I wouldn’t want it any more than he would want me in there. 

Mr. McDonoven. You would quit then? 

Mr. Buanry. Yes, or cancel, or I just wouldn’t sign a new lease. 

Mr. McDonovex. Do you think in your own mind that you were 
forced to sign that cancellation lease? 

ch Buianey. Yes, I was, because they wouldn’t deliver me any 
gasoline. 

Mr. McDonoveu. They wouldn’t deliver you gasoline and you 
therefore signed a cancellation of lease. 

Mr. Brianey. Yes. 

eee er Now, suppose you hadn’t signed a cancellation 
of lease ! 

Mr. Buaney. I would have had to pay them $25 a month and I 
could sit there all day long, as long as t kept open their hours. I 
don’t know if they have anything in the lease about hours or not. 

Mr. McDonoveH. In other words, if you had not paid them the 
$300 and not signed the cancellation of lease, the contract you had 
with them required that you pay them $25 a month. 

Mr. Buaney. Twenty-five dollars a month, plus 1 cent a gallon. 

Mr. McDonoveu. One cent a gallon for what? 

Mr. Buaney. For gasoline that I sold. 

Mr. McDonoven. If you didn’t have any gasoline, there wouldn’t 
be any. Therefore, just $25? 

Mr. Buaney. Twenty-five dollars. 

Mr. McDonoveu. Now, you owned the equipment there; didn’t 

ou? 
7 Mr. Buaney. Yes, sir. 

Mr. McDonovuen. And they owned the land? 

Mr. Buaney. Yes. 

Mr. McDonovuen. You couldn’t go ahead and buy gasoline from 
some other outfit and put it in your tanks and deliver it? 

Mr. Buaney. No. 
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Mr. McDonovueu. So that they had you in a position where you 
would have to pay them $25 a sath chat $25 a month would build 
up pretty fast—plus $300. 

What about the $500 credit that you had with them? 

Mr. Buaney. The official title of that is “gasoline offset fund.” 

Mr. McDonovucu, That means—a gasoline offset fund—in other 


words, they always had $500 to the advantage on any indebtedness 
you had to them # 


Mr. Buaney. That’s right. 

Now, there are several things in discrepancy 

Mr. McDonovucu. And you did not hive any indebtedness with 
them exceeding $300 while you had this $500 deposit with them ? 

Mr. BuAaney. No. 

Mr. McDonoueu. You understand, Mr. Blaney, that as Mr. Roose- 
velt told you a while ago, this committee is a Federal committee, and 
the attempt that we are making here is to find, if necessary, some 
Federal legislation. 

Mr. Steep. Mr. McDonough, will you yield for a question ? 

Mr. McDonoucuH. Yes. 

Mr. STEED. You put up $500, and you owed them $300? 

Mr. BLAney. $370, approximately. 

Mr. STEED. $370. That leaves a net of $130. Who has that money 
now ¢ 

Mr. Buaney. They still have it. They said that they only lend, 
and they don’t care how long it takes to lease a station. Well, they 
do care, but they are telling me they don’t care; they could let it sit 
there for the next 10 years, and there was not anything I could do 
about it. 

Mr. Sreep. Are you due a refund of this other $130? 

Mr. Braney. Well, I owe them other money now, because when 
I gave them money for my previous gas load and they would not 
deliver it, I just went down and canceled the check, because I had 
to have money in the bank to take care of myself until this situation 
is cleared up. 

Mr. Steep. Well, that is canceled out? In other words, you canceled 
the check out on the gasoline that they did not deliver ? 

Mr. Buaney. No. It was the load before. 

Mr. Streep. The load before ? 

Mr. Buaney. That is right. 

Mr. Steep. And what does that amount to? 

Mr. Buaney. $791. 

a. Sreep. What do you think the equipment is worth that they 
took ? 
aon Buianey. My equipment and my stock is about $4,000 ; $3,500 or 

000. 


Mr. Streep. So you have the difference coming to you in dollars and 
cents ? 


Mr. Braney. After they take out what I owe them, you know, going 
through normal escrow procedures. 
Mr. Steep. Are you making any attempt to collect that from them? 
Are you going to take any action to collect it? 
Mr. Buaney. I have an attorney working on it now, and it is up to 
the Texas Co. and them. I am impartial in the whole thing. 
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Mr. Streep. Well, we are attempting to find some means to legislate 
on a Federal basis. Do you have any recommendations you could 
give the committee? This is strictly a local court action that I can 
see you have. 

Mr. Buaney. That is right. 

Mr. Sreep. Except that if this is general practice on the part of 
major oil companies, we want to know that. And that is the reason 
we want to know what your experience was with the other Texaco 
dealers. 

Mr. Roosevett. In other words, Mr. Blaney, your situation basically 
goes back to the fact that you got in debt because you were not able 
to sell enough gasoline; is that right? 

Mr. Buaney. Yes, sir. 

Mr. Roosevetr. And if you had to meet the price war that was going 
on in an adjacent area to yours, your profit would not have been 
enough to enable you to stay in the business? 


Mr. Buaney, That is right. 
Mr. Rooseveir. And so your complaint before this committee, while 


the other testimony is very interesting and reveals, I think, rather 
tough tactics on the part of Texaco, perhaps—your complaint to us 
from a Federal point of view is to try to eliminate the practices which 
allow a price war to exist where the independent operators have to 
suffer from competition which is below cost in order to enable the 
price war to continue? 

Mr. Buaney. Well, that, and discrepancies between dealers. Now, 
the incoming dealer that was going to buy my stock and equipment, 
or was going to take over the station this last Monday, was offered a 
5-cent-a-gallon margin on ethyl and a 4-cent-a-gallon on the regular. 
Now, my margin was 6 cents a gallon on the ethyl and 4.9 cents a gal- 
lon on the regular, plus a half-cent-a-gallon rebate on the regular for 
a registered restroom plan. So he was making 1.4 cents a gallon less 
on the regular and 1 cent on the ethyl. That is discrepancy. And 
there is no difference betwen tank-wagon price, because they were not 
over the line. If it was a different station farther down the road, it 
might cost a little more because it was out of the zone, let us say, for 
the wagonload. But this was the very same station, and—— 

Mr. ea Are you saying that that new man who was going to 
take over the station was required by Texaco to start a price war to 
the extent of cutting his price that amount? 

Mr. Buaney. No. 

Mr. Roosevett. No, he was offered a different margin. 

Mr. Buaney. He wasn’t going to make the same margin of profit 
that I was going to make. i don’t know whether they were going to 
boost the tank-wagon price, or maybe they were going to lower his 
price down just a little bit. 

Mr. Sreep. If he had lowered his price down to narrow that margin, 
it would have been in effect, at least, a mild readjustment of retail 
prices downward in your area, would it not? 

Mr. Buaney. That is right. 
Mr. Roosrvetr. But the basic point that you make is that all inde- 
ndent operators in the same area from the same company should 


loon the same deal; is that it? 
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Mr. Buaney. That is, by all means. My dad was at a meeting with 
all the Texaco dealers from San Bernardino to Temple City there, 
and they all got together and they started talking, and one found out 
he was getting 4 cents a gallon and another guy was getting 714 cents 
agallon. They all had a difference in the price that they were making. 
And it should be regulated. 

Mr. Rooseveir. Could I ask you one other question? The ability 
of the oil company to have a company-owned station in competition 
with the independently operated station, do you feel that that puts a 
means of competition in the hands of the oil company which can be 
used as a threat against the independent dealer ? 

Mr. Buaney. I couldn’t quite follow you there. 

Mr. Roosevetr. For instance, the station that is owned by Standard 
Oil is in competition with a Chevron station, which is a leased station ; 


right ? 
Mr. Buaney. That is right. 
Mr. Roosrvetr. However, in that, because they own it and they run 


it and everybody is an 2mployee there, they can do whatever they 
want ? 


Mr. Buaney. That is right. 

Mr. Roosevetr. Is the existence of that station a threat to force 
you into line to do what they want you to do? 

Mr. Buaney. I don’t know. I haven’t been that close to it in the 
Chevron stations. As I said, I worked for Standard stations. 

Mr. Roosevett. That has come up before, as a threat that they 
used against independent dealers. But as far as your experience is 
concerned, it has not been a threat to your own operation? 

Mr. Buaney. No. That is right. The only thing, like I said a while 
ago, is that they did make a statement at the Standard station that I 
was employed at that the cost was going too high and they might have 
to turn it to Chevron or consign it. 


Mr. Roosevetr. Thank you very much, Mr. Blaney. We appreci- 
ate your being here. 

I think the committee will recess now. After lunch we will recon- 
vene at 2 o’clock and we will hear Mr. William Dixon, formerly of 
the Department of Justice. We will also hear Mr. Kai Kuhl, of West 
Los Angeles, and Mr. Harold Elliott, of Van Nuys, after lunch. 

The committee will recess until 2 o’clock. 

(Whereupon, at 12:04 o’clock p. m., the subcommittee recessed, to 
reconvene at 2 o’clock p. m. the same day.) , 


AFTERNOON SESSION 


Mr. Roosrvetr. The committee will come to order, please. The 
first witness this afternoon is William Dixon, who, I think, can qualify 
as a friendly witness. He is not a complainant. He has been asked 
by the committee to come and discuss with the committee a problem 
whieh we heard some evidence on this morning, and which we heard 
some evidence on in Washington, and because of his experience with 
the Department of Justice and also as a former supreme court judge 
in another State I think he can be of great value to the members of 


the committee in discussing the problem before us. We will not 
swear him, 
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Mr. Dixon, would you care to sit there or over here? 

Mr. Drxon. I might as well sit over here, Mr. Congressman. 

Mr. Roosgverr. We will ask you first if you would just for the offi- 
om record identify yourself, and then we will let you proceed from 
there. 

We appreciate having you. 

Mr. Drxon. Thank you. 


STATEMENT OF WILLIAM C. DIXON, ATTORNEY AT LAW, FORMERLY 
WITH THE DEPARTMENT OF JUSTICE 


Mr. Drxon. My name is William C. Dixon, I am an attorney ad- 
mitted to practice in the States of California and Ohio, and between 
the years 1944 and 1954 was in the Antitrust Division of the Depart- 
ment of Justice. 

During that period of time it was my privilege to be in charge of the 
west coast offices of the Antitrust Division, with headquarters in Los 
Angeles. Also while with the Department, I might add, it was also 
my privilege to try many of the cases, so-called antitrust cases, in the 
twilight zone of the law at that time, dealing with cartels, namely, 
the case against the National Lead and DuPont companies, which 
established the illegality of that type of arrangement, in 1945. 

And here in the west coast, it was my privilege, while with the 
Department, to have tried the so-called exclusive dealing cases brought 
by the Government against two of the major oil companies operatin 
in this area, which cases were the first of the type in that field, ae 
which were, of course, taken to the Supreme Court, which affirmed the 


ruling of the trial court in both of those cases, holding that the exclu- 
sive practices of the companies involved in those cases were illegal and 
in violation of the antitrust laws. 

Mr. Rooseve.tt. Which cases? Could we identify them ? 

Mr. Dixon. Yes. The cases referred to are titled United States v. 
The Standard Oil Company of California, and the United States v. 
The Richfield Oil Cenparenet. 


Mr. McDonovucu. What was the point at issue? 

Mr. Dixon. The point, Mr. Congressman, was as to whether a cer- 
tain type of lease and supply arrangement entered into between the 
supplier oil companies and the retailers were in violation of the 
Sherman and Clayton Antitrust Acts. 

Mr. McDonovcu. That is on the same basis as the recent motion- 
picture distribution and display, production and display ? 

Mr. Drxon. Yes. I believe the principle announced by the Supreme 
Court in both the Richfield and Standard Oil cases has subsequently 
been applied to other comparable situations in other fields. But those 
decisions were the first of their kind directly holding exclusive deal- 
ing arrangements of the type involved as being in violation of the 
antitrust laws. 

In addition to that, I might say it was also my privilege, while with 
the Government, to aid in the preparation and the filing of the so-called 
major case against the oil companies in the west coast area, which is 
currently pending in the district court here at Los Angeles, which case, 
I believe, is, at least in my judgment, the biggest case that the Gov- 
ernment has ever brought in the antitrust field, even as compared with 
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the Standard Oil case of 1908. I say that because the record will show 
that the grand jury investigation of the industry began in the fall of 
1947. The case was finally brought in June of 1950. 

It is not yet at trial, not because—I, of course, cannot speak of any- 
thing that has happened since I left the Government—but I know that 
the problems involved in the preparation of that case and the scope of it 
fully justify the time of preparation that has been taken to get that 
case ready for trial. 

Mr. McDonovenu. Mr. Dixon, was that case, this last case you are 
speaking about, discovered and initiated by the Government against 
the Standard Oil, or did it come from a complaming witness in'some 
previous action ¢ 

Mr. Dixon. Mr. Congressman, I can perhaps say that during the 
entire period of time that I was with the Government, we were con 
stantly receiving complaints from retailers and competitive suppliers 
in the industry to the effect that certain practices were not only exclud- 
ing competitive suppliers from retail markets, but that the retailers 
involved were frequently canceled out, shall we say, or otherwise, in 
their opinion, subjected to harsh penalties because they did not fol- 
low the exclusive dealing practices of their supplier-lessor. 

Now, in 1940, I believe it was, the Department had brought what 
was called—and perhaps it still is called—the Mother Hubbard case. 
It is hard to tell just where it got that name. But there were over 
300 companies and individuals named as parties defendant in that 
case, and it was what we would call, or what would be called, a na- 
tional case. It involved practically every company of any consequence 
in the oil industry. 

That case was, of course, deferred during the war; as far as trial, 
nothing was done on it, under Presidential order, as you may know, 
as were a lot of other cases. However, after the war the evidence was 
perhaps not as new as it was when the case was filed, and it became 
apparent that to try that case would be almost a practical impos- 
sibility. 

In other words, with the number of lawyers that would be involved, 
it would probably take an auditorium to get the counsel into the 
courtroom. 


So that case was finally dismissed without prejudice in 1949, I 
believe it was. 

In the meantime, the investigative processes of the Department 
were, of course, working with reference to these complaints, and one 
of the investigations was that which I have mentioned dealing with 
practices of the industry in this area out of which the case finally 
grew up which was filed by the Government in 1950 and is still 
pending. 

Does that clear the atmosphere on that question ? 

Mr. McDonouan. Yes; very well. 

Insofar as your opinion is concerned, with the evidence—were you 
here this morning ? 

Mr. Dixon. No; I wasnot, Mr. Congressman. 

Mr. McDonoveu. Are you familiar with the problems that these— 
of course, you must be—— 

Mr. Drxon. I would say so; yes. 


65262—55—pt. 1—_—-20 


































































































































































300 DISTRIBUTION PROBLEMS 





Mr. McDonoven. And do you think that as a result of the previous 
cases and the decisions rendered, there has been a correction of these 
exclusive practices by major companies ? 

Mr. Drxon. Yes. 

Mr. McDonoveu. How is the policing being done? 

Mr. Drxon. Well, of course, the Government has the two decrees in 
the Standard and Richfield cases. There is also, I believe, still on 
trial, unless it has been recently submitted to the court for. decision, 
another exclusive dealing case against the Sun Oil Co. in the east- 
coast area. You probably are familiar with that case. 

To answer your question, and purely expressing a personal opinion 
in the matter, I would say that it is doubtful whether those two deci- 
sions have effected a corrective remedy for the situation involved. 

I might explain that by this further comment, that when the Gov- 
ernment secures a judgment against a defendant in an antitrust case, 
of course, it only establishes the illegality of that practice for that 
particular case. It does, of course, establish the general principle of 
law as to the illegality of that general practice. 

However, after those decisions, I believe some of the companies 
who were perhaps theretofore engaging in those practices, or com- 
parable practices, felt that the decisions in those cases did not apply 
to their practices, and they therefore, shall we say, adopted a policy 
of a calculated business risk. 

In other words, what could happen if they did not change their 
practices ? 

One thing could happen, of course, the Government could sue them 
as a company, as they did the Sun Oil Co., and it is not without 
significance, [ believe, that even after the illegality of these practices 
was established in the Standard Oil decision, that it was necessary 
for the Government to proceed to trial in the Richfield case and also 
the Sun Oil case. I think it was felt that the illegality of the prac- 
tices that were involved having been once determined, that the Gov- 
ernment would not necessarily be required to try the other cases. But 
that did not happen. 

Mr. McDonoven. Are you saying, Mr. Dixon, that you think that 
the opinions of the courts in these cases should have been implemented 
by legislation ? 

Mr. Drxon. Yes, Congressman; I think that you have taken the 
words right out of my mouth. 

Mr. McDonoven. That would then apply? 

Mr. Drxon. Yes. 

Mr. McDonoveu. Instead of waiting for the individual to violate, 
that would then apply to everyone? 

Mr. Dixon. Yes. 

Mr. McDonoveu. In other words, it is similar to the many, many 
thousands of cases that either are pending or are potential cases in 
income-tax law? 

Mr. Drxon. That is right. 

Mr. McDonovuer. And where we find that there is a general pat- 
tern formed, and the general tendency is to wait until they are caught, 

we legislate, and therefore appl the penalty in law. 

What was the penalty in the Standard Oil and Richfield cases? 

Mr. Drxon. Well, that is a very good question, and I will answer 
it this way, that the case being a civil case, the Standard Oil Co. 
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was not subject to an nalty by the court as the result of being 
found to have violated the antitrust laws. But the court entered a 
judgment requiring them, as they do in a civil antitrust case, to 
desist from the practices that constituted the violation, and that de- 
cree was quite a broad decree and, of course, is still in full force and 
effect. 

It is a matter, of course, of sometimes policing these decress after 
the Government gets them, and I am sure that that is a job sometimes 
in and of itself, and the Division does not always have either adequate 
funds or so on to follow that through as it should be. Of course, an 
effective antitrust program does not stop with merely getting the 
judgment. It is the followup that is sometimes just as important. 

But to get back to your question, there was no penalty. No penalty 
is ever exacted in a suit brought by the Government for antitrust 
violation unless it is a criminal case, and if that case goes to trial and 
a judgment of guilty is entered after trial, the maximum penalty as 
the law stands today, as you perhaps know, is a $5,000 fine, or if any 
individual is found guilty, it is a fine plus a maximum penalty of 1 
year in the penitentiary. 

But I think the cases in which the penitentiary sentences have been 
invoked are very rare, indeed. 

Mr. McDonoveu. The penalty is largely the public relations and 
the bad publicity that the company gets? 

Mr. Drxon. That is right. 

Mr. McDonovex. And the public knows, then, that that company 
has been violating something against the general welfare of the people? 

Mr. Drxon. That is right. 

Mr. McDonoveu. And that is a stronger penalty than the money 
they may pay ? 

Mr. Drxon. Yes. 

Mr. McDonovueu. And if the Congress takes action and legislates 
and sets up the stiffer penalty, then they will be a little more conscious 
of their responsibilities? 

Mr. Dixon. You would say that that would follow. 

Mr. Roosrvett. The House, as you know, passed an increase to 
$50,000 the other day. 

Mr. Dixon. Yes. And I hope the Senate will join with the House 
in making that penalty. 

Mr. Rooseve.t. Mr. Dixon, could I ask you a couple of questions? 

Mr. Drxon. Certainly. 

Mr. Roosevett. These are on two points. First ofall, looking to- 
ward an affirmative answer to this, there are two ways that an indi- 
vidual can complain. He can complain to the Department of Jus- 
tice, or he can complain to the Federal Trade Commission. If he com- 
plains to the Federal Trade Commission, he may or may not get an 
answer, and in our history to date, he gets little or no satintaction 
because of the interpretation of the Federal Trade Commission under 
the Robinson-Patman Act. 

Mr. Dixon. That is right, 

Mr. Roosrveit. Would you advocate that we limit this, or try to 
get legislation to limit this and put it in the hands of just 1 govern- 
mental agency for enforcement instead of 2? 

Mr. Dixon. No, Mr. Congressman, I would not advocate or per- 
sonally favor taking away any of the jurisdiction that the Federal 
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Trade Commission now has, or the Department of Justice through 
the Antitrust Division, exercises in enforcing the antitrust laws. 

As you probably know, the Antitrust Division deals primarily with 
the violations arising out of the Sherman Act. That is the primary 
act in force. The Department does, however, sometimes bring actions 
under the Clayton Act, but there is a kind of, at least I understand 
that there is, spirit of coordination between the Federal Trade Com- 
mission and the Antitrust Division to the extent that the actions which 
are brought by the Federal Trade Commission, which deal primarily, 
again, with the Clayton Act, and what you commonly refer to as un- 
fair practices, rather than the larger violations that you have under 
the antitrust laws, that the Department of Justice and the Federal 
Trade kind of respect that field, so that they work together in the in- 
erests of avoiding any duplication of effort. 

I think the laws 

Mr. Roosevett. Couldn’t it be more clearly defined, though? For 
instance, we have evidence presented to this committee that in at least 
one instance, the Federal Trade Commission refused to take action 
because the Department of Justice was handling certain complaints 
of that kind, and the individual got nowhere in between. 

Basically, what I am trying to get at is that the little-business man 
first of all eannot afford litigation that takes over a number of years. 

Mr. Drxon. That is very true. 

Mr. Roosevetr. And I am sure the committee would be very much 
interested in trying to find a way to provide a judicial process which 
would give relief to the little man within his own resources, and if 
you have any suggestions either now or at a future time—let us put 
it that way—as to how we could consider giving him assistance 
along that line, I think we would be doing a real service not only to 
the small gasoline dealer but to many other people in other lines 
of business. 

Mr. Dixon. There is no question, Mr. Congressman, in my judg- 
ment, but that there is, shall we say, a crying need today for a place 
in which the small-business man, so-called, can go and register his 
complaint with the assurance that, if possible, he will get some 
action on it. 

Unfortunately, the scope of the problem is so broad that, if all of 
the complaints that were made were handled as individual complaints 
sometimes, the enforcing agencies of the Government just could not 
operate, because the problem is that large. 

It is also an administrative problem. I think that the particular 
problem that I understand you are considering here can be dealt with 
perhaps as a problem on which legislation may be ultimately effected 
that will accomplish something to prevent the operation of these 
practices on small business. 

In other words, while I know that you are only considering in these 
hearings, as I understand it, practices that apply to the oil industry, 
nevertheless I want to make it clear, if I may, that I do not think these 
practices are confined solely to the oil industry. I think they are 
general in scope, and that you can find the effects of these exclusive 
dealing practices in almost any industry that you will want to inquire 
into. It was the thought, as I suggested, that the illegality of those 
practices once having been clearly established, as it was I believe in 
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the Standard and Richfield cases, that it would have a salutary effect 
on business or companies that are using those practices. 

Mr. McDonoven. That is a very interesting point. I certainly 
agree that the thing can apply not only to the oil business but to a 
manufactured product where they do not even start with a raw mate- 
rial, where the agency is given to an individual, and if he does not keep 
up his volume of trade with the public, he is penalized. 

Mr. Drxon. That is right. 

Mr. McDonovuen. Now, with that thought in mind, and applying 
it generally to industry as a whole throughout the United States, 
there is a point at which you could become too indifferent to the 
promotion of trade, and there is a point at which you would become 
too severe in the promotion of trade, and I think that this committee 
should know, and the Congress should know, as soon as we can, to 
protect the small man, at what point we should go. 

Now, I suppose that if we should say to the small gasoline dis- 
tributor, “If you under the law were given the right to distribute 
a certain brand of gasoline and that is all,” you could work 2 days 
a week and take the rest off, or you could work 24 hours a day every 
day in the week if you wanted to, that would be ridiculous; both of 
those proposals would. But at which point should the firm that is 
giving you the raw niaterials say, “You have got to sell so much or 
you have got to do so much or you cannot keep the agency”’ ? 

Mr. Drxon. The problem which you have very well outlined is 
obviously not an easy one of solution. But the problem insofar as 
its effect in small business and competitive suppliers of the companies 
which exercise the economic powers concerned is still there. 

I hesitate to make this statement, and I am sure the committee will 
understand what I mean when I say it, that bigness as such is not a 
factor, or nothing that is detrimental to our country. In other words, 
the statement is sometimes made that bigness in and of itself in an 
industry is bad. Well, you can argue that point pro and con from an 
economic point of view, and efficiency, and so on. 

a. McDonovenr. You can apply that to Government, too, can you 
not ¢ 

Mr. Drxon. That is right. Personally, I don’t take the position 
that bigness as such is inherently bad. But what you have that fol- 
lows from the exercise of the economic power that comes from bigness 
is that thing that you must deal with. And that is where I think this 
committee or any committee of Congress that is studying this problem 
and trying to bring effective legislation, must consider the fact that 
what you are trying to regulate, or at least keep within bounds, is the 
exercise of the economic power in.a manner which tends to even 
eliminate competition. 

Now, getting back to the oil industry, I think the cases that I have 
referred to in the industry clearly demonstrate what I mean. In other 
words, there is nothing wrong about any oil company or any other 
company being big, but when they get big their operations 
are sisdohanidity bid. Now, when they are operating the distribution 


end of the business, which is, of course, a very important segment of 
that business, as it is of any business, we find—and I am sure that 
you have already found—that there are certain things there that do 
not always inure to the benefit of an operator or the competitive 
suppliers or the public generally. 
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To be specific, I mean the rental arrangements, for example, made 
between the supplier and the dealer who operates that station. Now, 
it is a matter of common knowledge, at least in the industry, that the 
present system of operation developed out of the situation that was 
created in the middle thirties, when companies operating these sta- 
tions under agency arrangements found that by changing the method 
of operation, they could avoid several types of taxes. 

For example, by making certain that the dealer was not an employee 
of the company, you see, they avoided social security, unemployment, 
industrial compensation, and general industrial liability. 

Se far as the stations which were generally owned in fee by the 
supplier, or of which the uneees A eee was controlled by the sup- 
plier, and which had theretofore been operated perhaps under an 
agency arrangement, where the control was obviously direct, were 
changed over to a lease arrangement. In other words, the dealer be- 
came the lessee of the supplier, and, of course, when a dealer was theo- 
retically an independent businessman, and at the same time was a 
lessee of his supplier, he did not need to be told in so many words that 
he had better, shall we say, handle the products of his supplier, his 
lessor, and nobody else’s, if he wanted to continue to retain possession 
of the station that he leased and he operated. 

Now, this is all a matter of record, and I do not want to take your 
time if you are familiar with it. I am sure that you have heard a lot 
of these complaints. But what happened was that in the exercise of 
this economic power over the dealer, which stems from the control of 
the outlet, you see, the dealer frequently was canceled out, when super- 
vision saw that he was handling competitive products at that outlet, 
and someone was put in who would not handle those products. 

So the effect not only on the dealer—he had no security; he had no 
social security; he was an independent businessman legally in every 
respect, and he spent a lot of time perhaps developing business in the 
neighborhood, not realizing—and most of these people in my experi- 
ence never read a lease. It would not do them any good if they did, 
because it is a form lease, and it could not be changed. You don’t 
negotiate for that kind of lease. You take it or you don’t take it. 
Ant they suddenly become aware of the fact that they could be can- 
celed out. 

Now, in the Richfield case the dealer could be canceled out on 
hours’ notice, you see, and in most of the leases—— . 

Mr. McDonoveu. You mean, for no cause at all ? 

Mr. Drxon. No cause at all. And there was no supply contract be- 
tween the Richfield Co. and the lessee dealer. In other words, it was 
all oral, and. 

Mr. McDonoveu. It was a 24-hour contract ? 

Mr. Dixon. It was a 24-hour contract. And the record shows that 
that 24-hour cancellation provision was exercised when the dealer did 
not always do what the supplier thought he ought to be doing at that 
station, not only with reference to time of operation, but also with 
reference to handling the products of his supplier-lessor, and—and 
this is important, I think, if you have not already been made aware of 
this point—products that the lessor-supplier did not itself manu- 
facture, namely, the tires, batteries, and automative accessories. The 
dealer was required to handle those. 
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Well, there is, of course, a nice 10 percent override profit, you see, 
to the supplier-lessor on those products, with no problem of handling 
the merchandise and, of course, the effect of that type of control was 
to close that market, this dealer market, which represents on the na- 
tional basis perhaps several million dollars—I won’t say several mil- 
lion dollars—I don’t know as there has been an accurate estimate of 
it—but whatever the quantum of business done at these retail outlets 
in the country is—and on the national basis there are, I believe, about 
300,000 retail outlets in the country, or more—that the quantum of 
business done in all these outlets, you see, would be closed in, and 
competition would be excluded from that very substantial market by 
these practices. 

Now, what has been the effect of it? A lot of small battery com- 
panies, a lot of small tire companies, and a lot of small automative 
accessory companies, who want to get into this market—and that, after 
all, is one of the principal markets for their products—have found 
through experience that they not only cannot enter it—in other words, 
they go to the dealer and the dealer tells them, “I am sorry. I would 
like to handle your product, but I can’t”—and in many instances the 
record would show that he could buy the same product from the same 
supplier—I mean, he would be a distributor of the same supplier that 
is perhaps supplying the company that has the control over the outlet, 
you see—at a 20-percent differential in price. 

Mr. Roosrvettr. Mr. Dixon, the committee has had a good deal of 
testimony on that point, and I think it has been illustrated very well. 
Now, is one of the legislative remedies for that to prohibit arrange- 
ments by oil companies for TBA equipment? Would you advocate 
going as far as that? 

Mr. Drxon. I think, Mr. Congressman, that there will never be any 
real substantial relief to competition and to the dealer with reference 
to this problem in the oil industry as long as the oil company supplier- 
lessor is able to control that outlet. 

In other words, it is an example of the exercise of the economic 
power. In other words, there might be a partial answer to your 
question by saying that if the lessor was, say, given a 5-year lease, in 
other words, a lease of a long enough term so that he would know 
he was going to be in there for at least 5 years—he might not get it 
renewea, but he would know he was going to have 5 years, at least, 
to build up a business, or to make some money or to carry on an 
operation—— 

Mr. McDonoueu. Mr. Dixon, do you think it is possible to legislate 
the terms of a contract between two individuals both of whom are will- 
ing to enter into that contract ? 

Mr. Drxon. I can answer your question by saying “No,” but I also 
answer it this way, that I don’t think that these dealers really want, 
if they were given a choice, Mr. Congressman, to enter into the kind 
of contract that is handed to them. Do ou see what I mean? 

Mr. McDonoven. It it is a printed ham in which they cannot 
negotiate ¢ 

Mr. Drxon. That is right. 

Mr. McDonoveu. But if it is a printed form in which they cannot 
negotiate, and the attractiveness of the brand and the possible volume 
of business they expect to do is acceptable to them and they do enter 
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into a contract, is it possible for any government, State, city, or the 
Federal Government to say that the terms of a contract between a 
certain line of business should be thus and so? 

Mr. Drxon. No; I do not think that the Government should ever 
say that to anybody in that language, because I firmly believe in our 
free enterprise system; I believe that the least regulation of business 
by government the better. But I also believe that. on the other side 
of the ledger you have to make certain that: protective action. istaken 
to make sure that you are going to have that free enterprise atmosphere 
in which business can operate. 

Mr. Roosevett. Could you get at it this way? Could you say that 
a lease which was not of a certain period, let us say, 5 years, would 
not be considered to be an independent lease, but would actually be, 
in essence, an operation by the lessor himself, and therefore walsjont 
to all of the things that they tried to get away from? 

Mr. Drxon. That is right. 

Mr. Roosrvett. Would that in your opinion be one approach ? 

Mr. Drxon. Yes. That would be the negative approach. In other 
words, you could say that a lease less than that would not be regarded 
as one that would be proper, in a broad sense. Iam not speaking now 
in terms of 

Mr. Roosrvett. No. I am not trying to tie it down to an actual act. 

Now, the second thing. Along the same line, we have had a good 
deal of testimony that in most areas the oil companies operate not 
only a leased station but a station which they wholly own and operate, 
which gives them again this power that you are talking about, because 
it always enables them, through posted prices and other things, to 
hold a club over the head of the individual lessee. 

Mr. Drxon. Yes. 

Mr. Roosrveitt. Now, would you think it feasible in your experience 
to have a form of separation which would say to the oil company, 
“Take your choice. Either operate all your own station or lease all 
your own stations in a given area, but you can’t do both; one or the 
other”? In your opinion, would that be a proper and feasible thing 
to legislate? 

Mr. Drxon. Yes, I think it would be, Mr. Congressman. I am not 
sure which side of the road the companies. would follow. But the point 
is that they would be given a choice, and whether it would be bad from 
an economic or public point of view for the companies to operate those 
stations is something that I don’t know what the answer is to at this 
time. I think there are very few—put it this way—today we know, 
and I am certain this committee knows, that there are very few so- 
called company-operated outlets in the United States. 

Mr. McDonoveu. The pertinent thing, however, in the proposal Mr. 
Roosevelt just made is that you have got to consider two things that 
are essential in my opinion. You have to protect the individual who 
takes the risk to go into business for himself to serve the public. ‘He 
is entitled to protection. You have also to consider the service to 
the public welfare—— 

Mr. Drxon. That is right. 

Mr. McDonovexr. Which is bigger and broader insofar as the two 
are concerned. Now, as far as the individual is concerned, he is not 
only entitled to the protection of the Federal Government, but he is 
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entitled to the protection of the State government that he lives in; he 
is entitled to the protection of the city government he lives in. Now, 
more perhaps the Sate or the city where his enterprise is of benefit to 
the State. 

But in outlining a procedure whereby the company could not com- 
pete with itself in the same immediate area by leased stations and 
company-owned stations, you have got a pretty delicate problem there 
to consider, both as far as the individual is concerned and as far as 
the public service in concerned. 

r. Drxon. That is right. And I venture this thought, Mr. Con- 
gressman, that assuming that that was on the books and the law and 
action was taken, that whatever one could do would be done by the 
others. 

Mr. McDonovueu. That is right. And then you also have to consider 
the fact that the major oil company, to begin with, cannot even begin 
to operate without the permission of both the State and the Federal 
Government as it is taking a natural resource out of the soil. 

Mr. Drxon. Yes. The oil industry is certainly affected with the 
public interest if any industry is. 

Mr. McDonoveu. They have a great responsibility to it. 

Mr. Streep. Mr. Dixon. 

Mr. Roosevetr. We have kind of hogged it, Mr. Congressman. I 
will turn the floor over to you. 

Mr. Streep. We have had quite a bit of testimony about price wars 
in small and highly concentrated areas. Can you give us any advice 
as to the possibility for legislation to control or regulate the size of 
an area in which a company can grant price concessions to dealers wit!:- 
out having this very canal area problem to cope with? 

Mr. Drxon. That is a very difficult question to answer, Mr. Congress- 
man, but you have put your finger on one of the problems that dealers 
are constantly having to cope with. For example, this price war sit- 
uation is one in which you may find that one dealer is getting some 
protection from his supplier, provided, of course, he cuts. He does not 
get it if he does not cut. I am sure you have found that out. And he 
only gets it as long as the supplier tells him or permits him to get it, so 
that. that. protection, so-called, is always within the ability or the 
power of the supplier to give or take away. 

Now, in the exercise of the supplier’s discretion, they may feel that 
a dealer in a certain locality needs protection, but that the dealer who 
may be 3 or 4 blocks away is outside the price war area, so-called. 

After all, they have to stop somewhere, and you cannot always 
draw a line as to where it ends and where it begins. So that is a 
matter in which the supplier makes the determination in the first 
mstance as to whether he will give it and as to when he will take 
it away. And it is only given when the reduction is made, and 
usually part of it is absorbed by the dealer. 

I do not think you could do it, Mr. Congressman. 

Mr. Sreep. We find in price wars that you have two kinds of 
damage. One is to the dealers inside the area specified, and the other 
is to the fringe dealer. Now, could any way be developed to protect 
the fringe dealer against damage which, of course, would have the 
effect, I would think, if such were found, of preventing price wars 
in the first place because, as you say, no matter how large the circle, 
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there would always be a fringe dealer, and faced with the necessity: 
of damages to the fringe dealer, there would be less incentive to 
start the price war in the first place. I don’t know whether that 
can be arrived at legislatively or not. I would just be interested 
in your legal thought on that subject. 

Mr. Roosevetr. Could I interrupt you just one second, so that I 
can supplement that same question ? 

Mr. Drxon. All right. 

Mr. Roosrvett. On that same ground, could you require legisla- 
tively that where you granted a subsidy to one dealer, that you should 
require that whatever the area should be drawn, that the area should 
be publicly made known, and that every dealer of that company within 
that area must receive the same subsidy ? 

Mr. Drxon. I think you have something there, Mr. Congressman. 
How it could be worked out as a practical matter—and I think it 
would require some study on the language of the statute—but as you 
have probably realized by now, this aid, or rebate, so-called, is in the 
nature of a secret rebate. In other words, you never know, I mean, 
the public does not know, and quite frequently the dealer himself does 
not know, whether a dealer down the street is getting it unless he 
tells him he is getting it. That is why I made the point that the 
giving or the taking away of the rebate is entirely within the discre- 
tion of the supplier, and it is, so that again the dealer, you see, is 
forced to assume the responsibility of dropping his price in the first 
instance. 

Mr. McDonoven. Are you familiar with the McGuire Act? 

Mr. Drxon. Yes, generally. 

Mr. McDonoven. Now, the McGuire Act, the Fair Trade Practice 
Act, which was passed in the last Congress—was it, or the previous 
Congress, was it? 

Mr. Drxon. 1950. 

Mr. McDonoven. All right. That says in effect that if a manu- 
facturer who manfactures a certain brand of electric iron, sold in a 
hardware or a drugstore or anywhere else, puts the price on the 
product, it cannot be sold for less than that. If the supplier makes 
a contract with anyone in the State of California, every other dealer 
in the whole State of California has to abide by that price. 

Now, we are getting complaints, and the situation is developing 
in the Congress to repeal that act, and the complaints are coming 
from the public, and some of the dealers. The public says that the 
manufacturer puts too high a price on his product and makes a 
binding contract with all dealers in the State on that price. We 
should be able to buy it for less than that. 

So you have got that conflict between the manufacturer in the 
fair-trade practice among the trade and the public who says, “We 
ought to be able to buy that product for less money.” 

Mr. Drxon. Some oil companies purport to fair trade their gasoline. 
I have never been able to understand how it could be done effectively or 
legally, but that is another way in which resale price control of the 
product can be exercised by the supplier,:as you well know. Of 
course, personally I think anyone who believes in the free enterprise 
system is against resale price control in any form. I personally am, 
and therefore I am against the so-called Fair Trade Act for that 
reason because I think it does not help the public, and the only justifi- 
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cation given for it is that it helps the small-business man. There has 
been considerable pro and con on that, as you well know. 

Mr. Roosevett. But we are discussing a point that is a little differ- 
erent from that. 

Mr. Dixon. That is right. 

Mr. Rooseverr. We are discussing giving a subsidy to a dealer. In 
other words, we are not saying to the dealer, “You must do this and 
this with your price.” We/are-merely proposing to say, “If you give 
this man a 5-percent subsidy, everybody else within, let us say, a State 
should get the same subsidy.” 

Mr. Dixon. I think your suggestion, Mr. Congressman, is good for 
this reason: that if there were a law which would require the supplier 
to make public these rebates under certain penalties, I do not think you 
would have them in the first place. That would be the end of the 
rebate. 

Mr. Roosevetr. In other words, the suggestion which you make, 
which I think is good, is not that we require that they all be the same, 
but that they be public? 

Mr. Drxon. That is right; that they be public. That is the im- 
portant thing. 

Mr. McDonovugeu. Yes, that is right. 

Mr. Streep. Many of the price-war cases that have been brought to 
our attention apparently started when some company got some dealer 
somewhere to be the first. Now, would a penalty for offering rebates 
that was equally as severe on the retailer who took the rebate as on the 
supplier who gave the rebate, cope with that sort of thing that brings 
the price war on in the first place, or would that be something against 
the public interest ? 

Mr. Dixon. To answer that question, Mr. Congressman, you have 
to try to see how these price wars start, and that is a very interesting 
question that could allow a considerable amount of time to be spent 
on it. 

Just briefly, I think they usually start when there is what I call— 
a very disparaging term, but it illustrates what I mean—slopover of 
gasoline. In other words, it is the surplus. It has to find a market 
somewhere. It begins to back up in the storage tanks. Something 
has tobe done. It hasto be moved. So the refiner gives the order to’ 
move the gasoline. 

Now, that gasoline does not necessarily, and quite frequently does 
not, come out through the regular marketing channels, because if it 
came out through the regular marketing channels, it would upset the 
marketing practices of the companies distributing that product. So 
it usually finds its way into the market via the brokerage route, several 
times, owen removed from the actual ultimate purchaser, so that 
it would in many instances be difficult to trace that gasoline to the 


ultimate consumer, if you see what I am pointing out.. 

Mr. McDonoveu. And it is usually localized, also. 

Mr. Drxon. That is right. Now, then, this surplus must bubble u 
somewhere in the market. So what you usually find is that an off 
brand gasoline—and this is an interesting point, I think, if you have 
not already had it in your ee of the gasoline market—I think you 


will find that there is generally a 2-cent differential between the 
so-called major brands and independent brands that are less known. 
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In the California area, where you have serve-self, that may vary some- 
what, but that is generally the price differential, of 2 cents a gallon. 

Now, this surplus comes up as an independent gas, you see. It does 
not hurt the major brand or the other brands, necessarily, and it can 
only be moved on price, you see. So the operator of this station that 
is selling this, I will call it off-brand gasoline, immediately drops or 
quotes a price 3 cents below the major, or 4, whatever it is, and then 
your war is on, because the adjoining dealers, whether they be han- 
dling major gas or independent gas, are forced to meet that competi- 
tion. Why? Because this station that is selling the off-brand gas has 
an unlimited source of supply once the surplus is there. . 

So when the effort is made to localize the price reduction, and that 
can be done in a good many ways, sometimes the source.of supply of 
the surplus turns the spigot off, andif you cannot get the gas any more, 
you go back to buying what you can at the regular price, and the price 
goes up again, you see. 

Now, that is the way these things start. These things only happen 
in the oil industry. I do not know of any other industry where they 
happen. 

Mr. McDonovuen. In agriculture, also? 

Mr. Drxon. In agriculture, too, that happens. 

Mr. McDonoveu. Then we take care of it by subsidy. 

Mr. Drxon. That is right, the subsidy program. 

Mr. McDonovueu. Now, we are now proposing to take that surplus 
of food, and instead of destroying it as we did in many instances, or 
let it become rancid or unusable, there is a proposal to distribute that 
to needy families throughout the Nation by the food-stamp plan. 

Mr. Streep. I believe the way they handle surplus in the kiwen busi- 
ness, when they have too much of a bonded liquor, is that they just 
make another brand and put it on the market at a cut-rate price. That 
probably accounts for the fact that there are something like 80,000 
brands of liquor now on file that are considered active. 

Mr. McDonoveu. That is better than drinking it all at one time. 

Mr. Steep. Mr. Chairman, I believe the counsel has a question. 

Mr. Rooseve.t. We will let counsel question you. 

Mr. Drxon. I might add one thing before counsel does. There is 
another thing that I think, if you are not, aware of it, enables this 
control to be exercised by the rebrand letter route. You may have 
heard something about that. 

Mr. Roosrvett. We had some testimony on that this morning. 

Let me ask you one thing. I know that this is a little radical and 
I have not thought through all of its implications. But sup one 
restricted the individual company, who actually was in the distribu- 
tion business. In other words, if you got into the distribution busi- 
ness, then you would be required to only market that amount of 
gasoline which could be handled by your distribution outlets, whether 
they were leased or wholly owned, which would take away the eco- 
nomic power which you now have, as you well put it a few minutes 
ago, of suddenly turning the spigot and producing so much that 
where it was convenient for you for a period to start a price war, you 
started it. 

Mr. Dixon. That is right. 

Mr. Roosevert. And you eliminated such competition as you 
wanted, and then you shut it off, and then you went back into it. 
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Could that be cured perhaps legislatively by saying, “If you chose to 
be in the distribution business, you must then limit your sale of your 
product to your own distributive sources” ? 

Mr. Drxon. It would certainly effect a controlled reduction at the 
source. 

Mr. Roosevett. Might it at the same time start up some of these 
independent refineries that we had some testimony this morning were 
being driven out of business 

Mr. Drxon. Yes. But then again, Mr. Congressman, your indepen- 
dent refiner today, in my judgment, will soon be a thing of the past. 
There is a certain number of them that still operate and are able to 
exist, but the market for their products, unless they have outlets, and 
so on, is almost your market for surplus, you might say. 

I mean, unless you can get the crude at a price that will enable you 
to refine it and produce it in competition with the other major sup- 
pliers, you might just as well stay out of the business. And I think 
if you have occasion to talk with any of the independent refiners they 
will tell you that their principal problem is to get an assured source of 
supply of crude. 

r. McDonoven. Right. 

Mr. Drxon. At the right price. And they generally have to pay a 
bonus for it, because the other crude goes to the major suppliers, be- 
cause in many instances the producer says he would rather sell to the 
major suppliers even at a lower price. 

Mr. Sreep. I think, Mr. Dixon, at the current time you will find 
that situation about the shortage of crude only throughout here on 
the coast. Down my way there is too much of it, and it is running 
out of our ears. 

Mr. McDonoven. Of course, there is a way of stimulating indepen- 
dent producers of the raw material and stimulating their refining of 
the raw material into gasoline. And the Federal Government has the 
complete hold on that situation, both the State and Federal Govern- 
ments, because if no further permits were issued to the major oil 
companies for drilling purposes—and they can control them—and if 
they would issue only to the responsible independent operator, then 
you would have a source of raw material from another source than 
the majors. 

Mr. Drxon. Yes. 

Mr. McDonoven. Now, on the other hand, if you continue to issue 
permits for drilling new oil to those who are now.already in the busi- 
ness and becoming bigger and bigger and bigger, you are driving 
out the small man and building up the big man, and then he will have 
the finished product to sell to the public without any competition, ex- 
cept among themselves. 

Mr. Drxon. That is right. 

Mr. McDonoveu. Now, there is no one corporation that I know 
of in the United States that has control of all of the oil in the country. 
Mr. Drxon. That is right. A 
_ Mr. McDonovex.' But there are a large number of large corpora- 

tions that have control of most of the oil in the country. 

Mr. Drxon. It was the view, as you may know, of the Department 
at the time the case was filed out here in 1950, that the only practical 
answer to this problem, insofar as this area was concerned, was to 
require the major oil companies to get out of the distribution end of the 
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business as such, insofar as operations of the type you are concerned 
with have entered into the case. I think that is certainly one answer 
to the problem because these problems arise because of the control over 
the distribution system, you see, without any actual responsibility, 
legal or otherwise, in many instances for its operation, to the public 
or to anyone else And that may be something that the committee 
might want to consider as a possible answer, or something to see 
whether it can be done. 

Pardon me. I did not mean to interrupt. 

Mr. Roosevett. That is all right. 

Mr. Arnold. 

Mr. Arnotp. My question was on this possibility of so-called di- 
vorcement, and I would like to ask this simply as a matter of your 
own opinion. I think all of us are interested in trying to find a solu- 
tion that will make for the most competition in the oil industry, be- 
cause that obviously is the best safeguard your independent operator 
could have. 

Now, do you believe that the solution of divorcement, removing the 
major oil companies from the distribution field, would be one solution 
which would promote greater competition in the oil industry than 
any other possible solution we have discussed ¢ 

Mr. Drxon. I will not hesitate to answer that with an unequivocal 
“Yes,” Mr. Arnold. I feel that that solution, while it may sound like 
a drastic one and one which would not want to be resorted to if there 
were any other way of doing it, yet I say it can be justified on the 
ground that the present decisions do not seem to have any effect on 
eliminating the practices that you are concerned with, which affect 
both the retailer and the competitive supplier, and, of course, which 
ultimately if something is not done about it, just will eliminate that 
type of competition and make the major suppliers the sole suppliers of 
this market. 

Second, I think it can be justified, provided the committee or Con- 
gress feels that the oil industry is affected with the public interest, and 
that is the basis of justification for the action when coupled with other 
reasons that I have given. And Ithinkit certainly would be a definite, 
effective answer, became when you cut off the leg, it is not there any 
more, and they cannot use it; it cannot be used. And when you have 
cut off the ability to control the operations of the distribution system 
in the manner in which it is currently controlled, you do not have any 
problem any longer. 

Mr. Roosrvett. You would say, would you not, that it is pretty 
clear that after the Richfield Oil case was settled, the companies 
changed the form of their contracts, for instance, many of them, to get 
away from it, but in actuality they ended up doing exactly the same 
thing because, while it was not in the contract, they had the supervisor 
or the salesman tell the fellow exactly what how 4 to be put down in 
the contract ¢ 

Mr. Drxon. That is right. 

a Roosevett. Therefore, again, the only real answer is divorce- 
ment 

Mr. Drxon. I answer that question with an unequivocal “Yes.” That 
is a certain answer and a definite answer which would eliminate this 
oe om as an economic problem and as a problem which is admittedly 

aving a direct effect on competitive suppliers as well as the dealers. 
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And to that extent, it directly affects the whole national economy. 
And I think it would certainly eliminate the problem. 

To some it would seem to be a drastic remedy. I hesitatingly say 
that, because no one likes to think that a company that is in business 
is going to be prohibited from going into any segment of that busi- 
ness. but if you have got the problem which is there, and there is no 
other way effectively to solve it, then it seems to me the only solution 
is the one which will solve it, and that would certainly solve it. 

Mr. Rooseveur. Mr. Arnold. 

Mr. Arnoup. If you had that sort of divorcement and your retail 
operators were really and truly independent, there would be a degree 
of competition among the suppliers in selling their gas to the retail 
operators ¢ 

Mr. Dixon. Oh, yes. That would help. 

Mr. Arnoup. And you think that would result in a lower price to 
the consumer for gasoline? 

Mr. Dixon. As to what the effect would be on price, I would hesitate 
to say. It should, yes, in the sense that there would be more actual 
competition for the market. Today there is competition, but I think 
it is frequently referred to by those engaged in it as a friendly type of 
competition. It is not in many instances real price competition. 

If you examine the price structure of an industry, I think you can 
very quickly determine to some extent what actual price competition 
there is in that industry, so that I think, to answer your question, 
theoretically if that happened, there should be more aggressive com- 
petition, certainly, than the type that you now have in many localities. 

Mr. McDonovueu. Do you think, Mr. Dixon, that the suggestion 
that Mr. Arnold made would be challenged as a restraint of trade 
to any extent? 

Mr. Dixon. You mean the divorcement idea? 

Mr. McDonovueu. Yes. 

Mr. Dixon. No; I don’t see any legal basis for any attack, offhand, 
on that type of solution to the problem, because, as I have said, I 
think it is clear that Congress has the right to regulate, of course, 
obviously, under the Constitution, interstate commerce. 

Mr. McDonouen. Yes. 

Mr. Drxon. All of these products move in interstate commerce. 
Therefore, the only question is as to the extent or degree of regulation, 
and I think having the problem, such as it is and such as you are 
considering, the legislation which would effect this kind of regulation 
of the industry would certainly not be questioned on any constitutional 
or other basis. It would certainly be questioned vehemently by those 
in the industry. I can assure you that. 

Mr. Roosevertr. Mr. Arnold? 

Mr. ArnoLp. One more question. 

On this question of possible solution for the rebates given in the 
oil industry, if we had a different interpretation of the Robinson- 
Patman Act, for instance, or if the Robinson-Patman Act were 
amended to state that no discount or no rebate whatsoever could be 
given, do you think that would be a solution which would help the 
independent operator ? 

Mr. Drxon. Mr. Arnold, under the Robinson-Patman Act, of course, 
secret rebates—I mean, rebates—even those solicited by the ones who 
ultimately get them, as well as the one gives them, are made illegal. 
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The problem is, of course, in determining where you are going to 
apply it and to what extent the Federal Trade Commission or any 
other agency can effectively enforce that type of practice. 

I think the suggestion made by Congressman Roosevelt in a sense 
would tend to alleviate that practice. In other words, if rebates were 
given, so-called rebates, under the guise of helping a dealer meet com- 
petition—and that is the only justification for that—if the giver of 
the rebate was required to make that public under certain penalties 
if it gave it and did not make it public, I think it would have a-tend- 
ency to eliminate that practice. 

Mr. Roosrvetr. Of course, there is an escape clause, so to speak, 
in the Robinson-Patman Act which the Supreme Court interpreted 
to mean that you could do it, and your own judgment as to whether 
it was necessary to meet competition was the governing factor. 

Now, there is a proposal now, I believe, before your committee, Mr. 
Mclonough, to tighten that more or less to eliminate that loophole. 
But in essence what you are doing there is, you are eliminating unfair 
competition because you are eliminating the method by which a com- 
pany can destroy, let us say, an off-brand or other type of competition. 

Mr. Drxon. That is right. 

Mr. Roosrvetr. And I am inclined to think that an effective weapon 
to protect the independent, leased station is both the publicity and to 
close the loophole to unfair competition. 

Mr. Drxon. Yes. That would certainly have that effect. 

And I get back to my old solution, that as long as you have the 
supplier in the distribution end of the business, you are going to 
have these problems. You are going to have to try to see what 
can be done about them, and what effective legislation can be enacted 
to meet them. And it is frankly not an easy problem, as you gen- 
tlemen well know by this time. 

Mr. McDonoveu. Mr. Dixon, with your broad legal training and 
experience, and your judicial training, would you say that a subsidy 
offered by a major oil company to meet the price war situation could 
be construed as a bribe? 

Mr. Drxon. It would depend, Mr. Congressman, on the circum- 
stances under which it was given. I can well envision a situation in 
which a dealer was approached by his supplier and told, “Now, here, 
drop your price and we will rebate to the extent that you drop it.” 
Well, a dealer is going to take it immediately, you see. In other 
words, they can start a price war that way and move gasoline that 
way very effectively. 

Mr. McDonoveu. Right. 

Mr. Drxon. If, on the other hand, there is no direct connection be- 
tween the supplier and the price war, that is the thing that you can 
never put your finger on, of course. The dealer usually asks for pro- 
tection, from his supplier. In other words, the dealer asks for it and 
the supplier sometimes gives it; sometimes he does not. It might 
be put under the classification of what is sometimes referred to as 
a commercial bribe. 

Mr. McDonoveu. Yes. On the other hand, would it also be con- 
strued as a bribe, or a commercial bribe, for an independent dis- 
tributor to offer the public a pair of silk hose or a coupon or a dozen 
hettles of Cokes or something like that for each gallon of gasoline? 
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Mr. Drxon. That system of marketing, as you probably also well 
know, is quite widely used, not only in California, but elesewhere. I 
think there is a bill now pending in the Legislature of California in 
the House to eliminate the so-called giveaway type of solicitation 
for business. 

Mr. McDonoven. It is not something that the Federal Government 
should enter into at all. I think it should be confined to the local 
level. 

Mr. Dixon. Yes. I would say that that is a local business practice 
that can be better dealt with at the local or State level. Of course, if 
it is in the nature of a secret rebate, which it is not, actually, then I 
think you get into another field where I think the Federal Government 
can take action and perhaps should. 

Mr. Roosgvett. Mr. Dixon, I think you have been most helpful to 
the committee, and we are very grateful to you for your time and 
your trouble, and very grateful to you for the information which 
you have given us. 

" Mr. Dixon. It has been a pleasure, Mr. Congressman, and I hope 
we have been able to be of some assistance to you. 

Thank you very much. 

Mr. Roosevett. Thank you very much. 

Our next witness will be Mr. Kai Kuhl. 

For the benefit of everybody here, I would like to say that the rea- 
son we are swearing Mr. Kuhl is that he is here in the position of a 
complainant, while Mr. Dixon was here simply at the invitation of 
the committee to give us expert advice. 

So I will ask you to raise your right hand if you would. 

Do you solemnly swear that the testimony you give here before this 
committee will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Kuut. I do. 


TESTIMONY OF KAI R. KUHL, WEST LOS ANGELES, CALIF. 


Mr. Roosrevett, Will you give the reporter your name and address 
and present business connection ? 

Mr. Kunu. My name is Kai R. Kuhl. My residence address is 
123 Marine Street, Los Angeles 66, and I am now located in a Rich- 
field service station. 

Mr. Roossvett. You go right ahead. I think you have been able 
to observe the informality. e will let you start. 

Mr. Kunz. Yes. Iam here today to more or less offer a grievance 
of mine. Anything that would come up in the future won’t help me 
from what has happened to me already, but I hope it might help 
somebody else. 

I think that I have been denied somewhat a chance in this free-en- 
terprise system of American free enterprise due to the fact that I had 
astation canceled from me. In other words, my lease was not renewed, 
and that is the reason I am here, in other words. I had two stations. 
I was told I had to get rid of one of them or my lease would not be 
renewed. And that is exactly what happened. 

It was a matter of about 6 months ago. The Shell Oil Co. told me 
that they would like me to sign a mutual termination agreement, 
which I would not do, and they said that because I have two stations. 
65262—55—pt. 121 
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if I didn’t get rid of the other one, at the time my lease was up, they 
would not renew my lease. 

It goes back that I have had 

Mr. Sreep. For the sake of the record, you mean to say that you 
have now lost both stations because you did not voluntarily dispose 
of one of them ? 

Mr. Kun. No. I have the one still. 

Mr. Roosevext. Selling a different brand of gasoline? 

Mr. Kunw. Yes. 

Mr. Sreep. Which company did you lose the station with? 

Mr. Kunt. Shell. 

Mr. Streep. And what is the date of that cancellation ? 

Mr. Kuut. It was dated the 28th of February, this year. 

Mr. Roosrveit. And what is the other brand that you sell in the 
other station ¢ 

Mr. Kunt. Richfield. 

Mr. Roosevett. Richfield. 

Mr. Kun. However, the type of gasoline had nothing to do with 
my not getting my lease renewed. 

Mr. McDonoucu. Now, wait a minute. You are talking about the 
lease on the one that you are now working on ? 

Mr. Kunt. No; the one that has been canceled. 

Mr. McDonoven. The one that has been canceled ? 

Mr. Kunt. Yes. 

Mr. McDonoven. And it was the Shell Co. that canceled you? 

Mr. Kunt. Yes. 

Mr. McDonoven. And not Richfield? 

Mr. Kunt. No. On the Richfield lease, I have a master lease. I 
can put any company I want in there. 

Mr. McDonoveu. You chose Richfield ¢ 

Mr. Kuutu. No. I chose Shell, and Shell said I could not have two 
stations in there at a time. That was 3 years ago. So then I put 
Richfield in. And they condoned it for over 2 years, and then this last 
time they did not do it. 

Mr. McDonoven. Then as I understand it, you had two stations, one 
leased, and the other you own? 

Mr. Kunz. Well, I have a master lease. 

Mr. McDonoven. A master lease? 

Mr. Kuut. Yes. 

Mr. McDonoven. And the other, you did not have a master lease 
on? 

Mr. Kunt. That is right. 

Mr. McDonoven. You were selling Shell in both of them ? 

Mr. Kun. No. I was selling Shell in the company-leased station. 

Mr. Roosevett. But you wanted to sell Shell in both; is that right? 

Mr. Kunt. That is right. é 

Mr. Roosrve.r. And the Shell Co. said, “No; only in one?” 

Mr. Kunt. That is right. 

Mr. Roosrveir. So then you put Richfield in. So then they asked 
you to get rid of Richfield and also rid of the whole station? © 

Mr. Kun. Yes, or give up the Shell station, which I refused to do. 

Mr. McDonoven. You refused to do that? 

Mr. Kunu. That is right. 

Mr. McDonoveu. What are you doing with that station now? 
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Mr. Kuuw. Well, I only have the Richfield station. 

Mr. Streep. His lease ran out and they did not renew it. 

Mr. McDonoveu. Oh, they did not renew it? 

Mr. Kuut. That is right. 

Mr. McDonoveu. How seriously did that affect you? 

Mr. Kun. Well, it affected me, the fact that I am the only dealer 
that has ever been in that station for more than a year, and for the 
first approximately 4 years I didn’t make any money there. That is 
why they never had dealers before. And I finally, by building up a 
trade and all, was able to build a pretty nice business, and the last year 
I was making fairly good money. And then also when I went in the 
station, I was told that I was to buy all the equipment and merchandise, 
and when I left, because I did not sign a mutual termination agreement, 
T was told that the new incoming dealer did not have to buy from me, 
and it was suggested that he not buy from me. So I took all my TBA, 
which I had purchased, and all my equipment, which was used, and I 
have duplicate equipment, and approved TBA, and things that I 
bought 5 years ago that I still have, from dead stock, that I was stuck 
with, and I am still stuck with them. 

Mr. Roosrverr. Mr. Kuhl, was the complaint that you would not 
have the time or the ability to handle two stations? 

Mr. Kuuu. That is right. 

Mr. Recadavaum It was on that basis that they ordered you to keep 
only one? 

Mr. Kuut. The district branch manager claimed that that is his 
contention, that you cannot run two stations. I don’t know if it is the 
company. I don’t know if it is the company. 

Mr. McDonoven. How much help did you have? 

Mr. Kuut. I had in the Shell station at one time nine employees. I 
cut it down to five employees and started making a little money. 

Mr. McDonoven. What is happening to that lease now? Is some- 
body else operating the station ? 

Mr. Kun. Somebody else is operating the station. 

Mr. McDonovenu. They found another lessee? 

Mr. Kumu. Oh, yes. 

Mr. Roosgveur. Were you making money in both stations? 

Mr. Kunz. Yes. Inthe absentee station, I wasn’t making any great 
amount. But my investment was paying out. 

Mr. ce Were you increasing the gallonage in the Shell 
station 

Mr. Kuut. I didn’t the last year, no, due to about three reasons. 
One reason is I cut down my help because I found out that I couldn’t 
profitably operate the way I was, with a lot of men. In other words, 
I was giving terrific service, but the overhead was too much. An- 
other reason was that I was a fringe-area service station being af- 
fected by the price situation. The people either lived in our commu- 
nity and worked elsewhere, or vice versa. As a result, they came by 
and they said, “We like you, and all, but we see the price of 5 cents less 
a gallon. Why should we buy your type of gasoline? Why should 
we pay you 5 cents more a gallon for gas? Is it that much better?” 

I couldn’t say, “Yes.” 

Mr. McDonoven. Is the present leaseholder pumping more gallon- 
age than you did, now? 
Mr. Kunt. No. 
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Mr. McDonoveu. Is he pumping less? 

Mr. Kunt. Yes. He has three people, I think. 

Mr. McDonoven. Are you, with your overhead and operating your 
Richfield station now, as well off financially as you would be if you 
had both of them going? : 

Mr. Kuut. No, not at all; plus the fact that I have all this equip- 
ment which I in time may be able to move. It is tied up. All the 
merchandise is tied up. 

Mr. MoDonoven, That is movable inventory, though, is it? It is 
not tanks in the ground; is it? 

Mr. Kunt. No, sir. Itisall movable. Some of it is dead stock. 

Mr. Sreep. How much in dollars would you say that you got stuck 
with as a Shell dealer? 

Mr. Kunt. I would say around $5,000, $5,000 or $6,000. 

Mr. Roosrvert. Your basic complaint is that as an independent 
operator the company has no right to tell you whether you run another 
business as long as you satisfactorily run your own station; is that 
correct ? 

Mr. Kuuu. That is right. 

Mr. Roosrverit. Of course, that is what the Richfield decision said, 
without a question. 

Mr. Steep. We realize, of course, that what they say for the record 
is one thing and what their real motive is, could be something else. 

Mr. Kounu. That is right. 

Mr. Srrep. Would you care to express an opinion as to what you 
think their real motive in not renewing your lease was? 

Mr. Kuuu. Well, they also told me that my gallonage had dropped 
somewhat, that I was the only station that had dropped, and I talked 
to other station dealers, and they told me that they had dropped, too, 
because of this price situation, for one thing; another thing, Shell 
came out with their promotional program on the TCP gasoline, which 
they were the first on the bandwagon with, and did quite an extensive 
job of advertising it, and really put something across. At that time 
our gallonage jumped way up beyond our expectations. When the 
other companies finally came out with their equivalent, the market sort 
of leveled off again. After all, the people found that other companies 
had some good gasoline, too. 

So in the last year of my lease, this leveling off process was going 
on. The price-war situation was going on, and the fact that I had cut 
my help down. Another reason I cut my help down was that they 
suggested the last time that my lease was renewed not to do mechanical 
work, and to stick strictly to gasoline station operation. I tried it 
their way and I had to cut men down because I couldn’t make it just 
selling gasoline. So I cut my help down as a result of that, too. 

So I lost a little bit of business, but I gained in profits substantially. 

Mr. McDonovueu. How long was your lease with them ? 

Mr. Kunu. Year to year. 

Mr. McDonoven. Year to year? 

Mr. Kunu. They originally were 6 months. Then they changed 
them to a year when the other companies had a little trouble. 

Mr. McDonovucu. How much warning did you have that they would 
not renew ? 

Mr. Kvut. Six months, this particular time. 
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Mr. Rooseveur. Did you handle TBA equipment that was not spon- 
sored by Shell? 
Mr. Kuuu. No. I figured the easiest way to do things was just to 
go along with their way, and I tried to cooperate 100 percent. So I 
bought everything under their TBA setup. 
r. Roosevett. From the point of view of your customers, was that 

a deterrent to your increase of business, do you think? 

Mr. Kuut. No, I don’t think it had any effect one way or the other. 
It was good merchandise, and I bought it. Occasionally I would buy 


something aside, but they were very happy with the way I was buying, 
so far as TBA was concerned. 


Mr. McDonoven. How close together were these two stations? 

Mr. Kun, About a mile or a mile and an eighth. 

Mr. MoDonovucu. Have you sought another Sis in the neighbor- 
hood to go into another station? 4 

Mr. Kun. No. The fact that they did not buy any of my mer- 
chandise or anything else put me in sort of a financial bind. You could 
say that I am more or less merchandise and: equipment poor at the 
present time. 

Mr. Roosrvetr. Couldn’t you use this equipment in another location 
if you acquired another location ? 

Mr. Kunu. Well, I could, I suppose, I imagine, if the place wasn’t 


full of equipment and I had to buy it, like I had to do when I went 
into the place. 


Mr. Rooseveur. Mr. Arnold? - 

Mr. Arnoip. You stated that you went along and you purchased 
the approved TBA items from Shell Co.? 

Mr. Kun. Yes; not from Shell Co., but through their—— 

Mr. Arnoww. Their distribufors ? 

Mr. Kunu. Their source. 

Mr. Arnotp. Now, at the time of their cancellation or their failure 


to renew your lease, did you have some of those approved TVA items 
on hand? 


Mr. Kun. Yes. 
Mr. Arnotp. This was a good part of your inventory ? 
Mr. Kunz. A majority of it. 


Mr. Arnotp. And they refused to buy back their own approved 
TVA items? 


Mr. Kuuu. That is right. 

Mr. Sreep. Did you have anything in your contract that they would 
buy back any of it? 

Mr. Kunu. No. It didn’t say one way or the other. I checked that 
thoroughly. And I called the Department of Justice and they said 
that they of nothing that I could do; I just got a raw deal and 
that was all there was to it. 

Mr. McDonovex. What did that amount to in dollars? 

Mr. Roosrverr. $5,000. 

Mr. McDonoven. $5,000? 

Mr. Roosevett. Did you say about $5,000? 

Mr. Kunu. With the merchandise and the equipment, I would 


say it was in excess of it. I would say that the merchandise alone 
would amount to at least $4,000 of it. 
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Mr. McDonovuenu. You are in the position, now that you are in the 
gasoline business, to sell that to anyone, who comes along? 

Mr. Kunt. Yes. 

Mr. McDonoven. Are you disposing of it? 

Mr. Kuut. Even though I am only a mile apart, I am not in the 
same trade area. Where there was a market for it in the Shell station, 
there is not anywhere near as good a market for it in my Richfield 
station. I happen to have had one station in Westbrook Village. 
Then I had the other station across the tracks, more or less. It just 
is not the same trading area. I mean, I will sell most of the merchan- 
cise eventually. Some of it, you see, is dead stock that I bought when 
I went in, and I was hoping that I would be able to pass it on to the 
next dealer, but I guess I am stuck with that. 

Mr. McDonoveu. Was the fellow that operated this leased station 
before unsuccessful? Is that the reason he quit? Or did you establish 
it new? 

Mr. Kunt. No, as I said, they never had a dealer, at the time that 
it turned from company operation over to dealer operation—they 
never had a dealer that had lasted over a year. 

Mr. McDonovuen. I see. It originally started as a company opera- 
tion ? 

Mr. Kuut. It originally started as a company operation. Then it 
went to a dealer operation. Then with the war it reverted to a com- 
pany operation, and then went to a dealer operation again. I don’t 
know the dates on that. It is hearsay. 

Mr. McDonoveu. I see. 

Mr. Roosrvett. Thank you very much. We appreciate your coming 
down and giving us your information. 

Thank you, Mr. Kuhl. 

Mr. Kuut. Thank you. 

Mr. Rooseverr. Mr. Harold Elliott. 

Will you raise your right hand, please, sir? Do you solemn! 
swear that the testimony which you give before this committee will 
os truth, the whole truth and nothing but the truth, so help you 

rod ? 

Mr. Exxiorr. I do. 


TESTIMONY OF HAROLD ELLIOTT, VAN NUYS, CALIF. 


Mr. Exxiorr. My name is Harold Elliott. I live at 7923 Varna 
Avenue, Van Nuys. 

I have been a Chevron dealer at 301 South Alvarado. That was my 
second Chevron unit. I sort of was promoted to this larger unit from 
the one I previously had had in Beverly Hills. 

In this last unit, I was there about a year and a half building up the 
gallonage from 11,000 to roughly 20,000. When the time came for 
my renewal of my lease, they informed me that it was pending San 
Francisco O. K. and that I should operate the station on a month-to- 
month basis. 

When I found that out, I went to my supervisor to find out why it 
was being done that way. He told me that—he assured me that there 
was nothing to worry about, that I would not lose my lease, that there 
had been some thinking in the office that they would rather make it a 
red, white, and blue, or a company-operated station. 
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I was surrounded at this time by company-operated stations within 
a radius of 12 blocks either way. I was surrounded by company- 
operated stations. And I imagine one of the reasons—I imagine the 
big reason that I did lose the station eventually, about 3 weeks ago, 
is that I showed a gallonage which they had never anticipated. So 
they informed me that 

Mr. McDonoven. You mean a greater volume than they had an- 
ticipated ? 

Mr. Exxiorr. It had never done the volume of business that I did 
while I was there, Congressman. 

And they informed me that I would have to leave. In fact, my 
supervisor came in on the Monday morning and told me to be out 
of the station by that Thursday of that same week. And I informed 
him that I was obtaining legal advice, and that night he came in the 
station with a letter from the head office, the office in Los Angeles here, 
saying that I would have to be out in 30 days. It was marked 17th. 
And I obtained the services of Mr. Dixon, and he said that there was 
not very much I could do, being that I didn’t have a lease, and they 
didn’t have to show cause. 

Of course, a lot of circumstances lead up to this. I didn’t buy all 
my TBA from Standard. I could buy the same sparkplugs, the same 
filters, some of the same quality merchandise much cheaper than 
Standard could sell it to me. And they had an objection there. 

[ might say I have been unemployed in the last 3 weeks. I am a 
veteran and I have 2 children, and, of course, that doesn’t mean any- 
thing to a big oil company like Standard. They promised me another 
station, so to speak, that 1s going to be built roughly a year from now. 
So what to do from now to a year is a big question. 

Mr. Sreep. Is this station now operated as a company station ? 

Mr. Ex.iorr. It is now being operated as a company-operated sta- 
tion. And why it was never made a company station before, it never 
showed the aclletams that I built up. The first 6 months of this busi- 
ness I just left, I didn’t draw a living wage. I just put a lot of hours 
in, 12 or 14 hours a day, to build up the iplinaiad from 11,000 to 20,000. 

Mr. McDonoueu. Are they pumping as much out of that now as a 
company station as you did when you left? 

Mr. Exaiorr. It is hard to say, Congressman, because it has only 
been 3 weeks or thereabouts, and I haven’t checked. 

Mr. McDonovenr. What about the equipment in the station? Did 
they buy it all from you? 


Mr. Exxiorr. I am glad you brought that up. I forgot to tell you 
this, that they offered to buy one piece of equipment from me when I 
left, and that was my overhead lube. It is a three-reel overhead lube 
system. It is worth today, if you bought it new and installed it, 
$1,000. They offered me $250, later raising the amount to $350. I 
refused. 

Mr. McDonoven. How old was it? 

Mr. Exxrorr. It was about, I would say, 5 years old, but still in 
excellent shape, being that I replaced the hoses or repaired it when 
necessary. 

They even refused to buy my floor safe. I had to tear it out. I had 
to tear out another piece of equipment, a tire machine that is in 
cement. Of course, they were enough to tear it out for me. I 
mean, when I objected—I threatened not to leave the station, even 
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though my 30 days was up. I said I would have to be forced out even 
by the sheriff if they didn’t at least take back their own merchandise, 
which is Atlas merchandise, their own products. They refused at 
first, until I strongly objected taking the merchandise with me, because 
if I go into another unit, I may never use Atlas merchandise again. 

Mr. McDonouen. The supervisor who told you that there was 
nothing to worry about, did he handle this thing? 

Mr. Ex.iorr. They changed supervisors. 

Mr. McDonovucn. A new supervisor handled the deal? 

Mr. Exuiorr. No. The old supervisor had a little dislike for me 
because I wouldn’t buy the TBA that he wanted me to buy. The only 
TBA I would buy was—they have a spring accessory order each year, 
which amounts to $200, and if you buy $200 worth of accessories, the 
allow you 10 percent. Well, even with the 10 percent discount, I still 
could buy merchandise cheaper than Standard could sell it to me, with 
better delivery service, and so forth. They have got their fingers in 
the pie. They want a cut on everything they possibly can, which I 
am sure you know of by now. 

They es a habit of changing Chevron stations to Standard and 
from Standard to Chevron at their own will. Now, when I first went 
into Standard Oil 3 years ago to obtain a station, they handed me a 
station that was closed for several months, and there is nothing worse 
that you can obtain as a business than a closed station. St was 
formerly a Standard station, and if a Standard station does not pump 
roughly 15,000 gallons, which they figure is their breaking point to 
make money—if they can’t pump 15,000, they will make it into a 
Chevron station and let an individual like myself try to build it up 
by soliciting personally, going out on the street and introducing your- 
self to the neighbors—they call it an independent business, and yet 
at any time they can take it away from you, when the gallonage is 

ood and when they think they can make a company-operated station ; 
they can make it go. 

So I built up this old unit that was closed from a gallonage of zero 
to 8,000, through the help of my father-in-law. We both went into 
the unit together. He broke me into the business. And when it was 
an 8,000 gallonage station, it was strictly a 1-man station. You cannot 
hire any employees, and so forth. I went to the office to tell them that 
I wanted a better station, and they said—they promised me another 
station, At that time aba had a little different setup in the super- 
visor setup. They have changed it all since, But he liked me, and 
he thought I was a good operator. 

So he gave me a choice of five different stations at that time to 
pick from, and I chose the one at Third and Alvarado. The other 
operator at Third and Alvarado today still owes Standard Oil a 
large sum of money. They have a TBA system—that is, tires tubes, 
and batteries—where you are on consignment, and you pay for the 
merchandise as you sell it. Someway he owes Standard Oil $4,000, 
and that is one reason they actually forced him out of business. He 
was only doing around $11,000 when I took over, and only through 
the long hours I put in the station did I build the station up. Every 
time there was a little slack period, I used to go down the street and 
meet my neighbors and I would buy from them and they would come 
in and give me a break once in a while, too. And only by hard work, 
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T did build that station up. Then, seeing that, any time they want, 
they can just come in and take over. 
Mr. Rooseverr. Mr. Elliott, were there other complaints that they 
had to make about your operation of the station, besides the TBA ?¢ 
Mr. Exxiorr. Well, outside of the TBA, we had a little parking- 
facility trouble. We had a little parking lot. It is right near the 
St. Vincennes Hospital, and they sold me on the idea that this park- 


ing lot was a good, going business, separate from the service-station 
business. 


Mr. Roosevett. Who soldthattoyou? Standard? 
Mr. Exxrorr. I should say, “leased it to me.” They didn’t sell it 


tome. They gave the peptalk to me that it was worth so much extra, 
which I paid for. 


Mr. McDonoven. You mean, Chevron or Standard Oil? 

Mr. Exxiorr. Standard Oil. 

Mr. McDonovcn. That is through the supervisor ? 

Mr. Exsaorr. Through the supervisor. I paid roughly $50 extra a 
month for the parking lot in the back. 

Mr. McDonoven. What did you realize out of it ? 

Mr. Etxrorr. I realized maybe $30 at the most, and with the addi- 
tional expense of obtaining a bond each year, taking care of the park- 
ing lot 

Mr. McDonover. Youmean,net? Was your net $30? 

Mr. Exxtorr. Just about $30, I figured out the last time. 


Mr. Roosevett. You do not mean that you made a $30 profit on the 
parking station ? 


Mr. Exxtorr. No: 

Mr. Roosrvett. He means he grossed $30. 

Mr. McDonoveu. You lost $20 a month, you mean ? 

Mr. Exxiorr. Yes; I lost $20 a month. ey sold me a good bill of 
goods. 

Mr. McDonoven. How long were you tied to the lease ? 

Mr. Exxiorr. As you know, when you have a company-owned sta- 
tion, you only havea year-to-year lease. 

Mr. McDonovucn. Was that part of the lease on the station ? 

Mr. Exxitorr. That was part of the lease. But they made sure they 
added that to the rent clause. You see, in Standard, we have an in- 
centive plan where they regularly say, “Your gallonage at this station 
was 13,500.” So my rent really should be $145. But they added the 
parking lot in. They did not say, “separately,” but they just added 
itintherent. But I took a loss on that parking lot. 

Mr. Roosrvert. Was that made a part of your lease? Was that 
parking-lot arrangement a part of your lease? 

Mr. Exxazorr. There was nothing in the lease that it said about the 
parking lot. They just added the money in it. 

Mr. McDonoven. Oh. They just added the money? 

Mr. Etxrorr. They just added it in. 

Mr. McDonovuen. Well, you had to service the parking lot? 

Mr. Exxiorr. That is right. 


Mr. McDonovexu. Suppose you stopped operating it; what would 
happen then? 


. Extaorr. Well, you get out, because if you—— 


Mr. McDonoveu. Oh, you would have to do that in order to pay the 
added rent? 
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Mr. Extiorr. That is the added rent. My rent came to little bit 
over $200. So that is the added rent with the parking lot. So—— 

Mr. McDonoveu. Do you know of any other stations that have that 
parking facility around them? 

Mr. Exxiorr. No. 

Mr. McDonoveu. Do you think that that was a supervisor's deal 
or a company deal ? 

Mr. Enniorr. Well, it is handed down from the division manager, 
let us say. I mean, the supervisor is only in the capacity of giving 
orders to his salesmen, and the salesmen come to the station. It is 
just a cycle. 

Mr. McDonovuen. I see. 

Mr. Exniorr. And I had an objection to this parking lot, and I 
told the man. I said, “Look, I am building up a good business. I 
have got three employees. We are giving wonderful service here. 
These people never had this service.” And that is one reason we did 
increase the gallonage. And I said, “Why should I take the loss on 
the parking lot?” 

Well, the old supervisor at that time said, “I think we can do some- 
thing for you.” And he went to, say, the division manager, and he 
came back and said—he never mentioned it again, but every time I 
mentioned about the parking lot, he just changed the subject. In 
other words, he couldn’t do anything. He thought he could. But 
when he went to the division manager, I guess they stopped him right 
there, and he said, “That is the rent. Either you pay it or get out.” 

There was no way of sitting down and talking to these people. 
They tell you, “Either you rent it this way, buy the lease, and do 
what we tell you to do, or you get out.” 

Now, they don’t care about the individual. They don’t care be- 
cause I am a GI, and just bought a GI home in the valley, and I have 
to make payments. They have no interest in me. They know that 
I have a station that is doing 25,000 gallons, and they can step in. 
One time they said, “We received a letter.” 

Now, when I really strongly went to the supervisor again and again, 
he said, “We have a letter from the lady that owns the ground, and 
she told us that she wants it red, white, and blue,” which is a com- 
pany-operated station. Now, she has nothing to say about it. She 
did write a letter. I checked with her, and | explained the cireum- 
stances, what was happening, to her, and she said, I will call the 
company. I own the ground, and they have 6 years to go.” 

She said, “I will call the company and see if I can do anything.” 

She was guaranteed a certain sum each month. If you pump over 
25,000 she got a penny extra a gallon, and she received 1 extra check, 
a large check, since I was there. It so happened I bought 26,000 
gallons in the month of December and she received an extra check 
and she said, “Well, if you are such a good operator, why do they 
want to get rid of you? There is such a big turnover of operators, 
when they do have a good one, why don’t they hold on to him? And 
she said, “I will call up the company, speak to the lease men, and tell 
them that I would like you to stay there.” 

She called me back after speaking to the lease man and said that 
she was told in so many words that it wasn’t any of her business; as 
long as they had a lease with her they will do anything they find fit 
with that station. 
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So I imagine this thing has been going on for many years, and I do 
hope that we can do something about it. 

Mr. Roosevetr. Mr. Elliott, your feeling is that the real reason 
that they got rid of you was because you were cutting down the gal- 
lonage of the company-owned stations close to you? 

Mr. Extiorr. It is a possibility that it might be so. 

Mr. Roosrvett. What other reason in your mind is there for them ? 
After all, you are selling more gasoline for them than anybody else 
had in that area. You were building it. Why do you think they 
would want to get rid of you? 

Mr. Exxiorr. Well, that area was being built up. Third Street is 
being built up with these very large companies, like the Hoover 
Vacuum Co. just built a large building; the U. S. Gypsum Co. 
has a nice building, and all these companies are building little plants, 
not plants but offices, near there, and the potential is going to be 
greater than it ever was before. St. Vincennes Hospital, one of the 
largest in the city is completing a new large wing. So they look at it 
from the potentialwise. They say, “Here is a business that is doing 
20,000; it has never done 20,000 before. From the potential standpoint 
of view, it looks like it will go higher. Let’s take over.” 

Mr. McDonoveu. Can they get a better profit per gallon by oper- 
ating it that way than they could through you ? 

Mr. Extiorr. I don’t know enough about it. Mr. Dixon would. 
But I don’t know enough about it, what they make on a gallon of 
gas 
~ Mr. Rooseverr. At least you think they think that? 

Mr. Eniorr. I believe they think that they will. 

Mr. McDonovenr. Did you propose that you go in as the operator 
for thecompany? Did you seek a job with them? 

Mr. Exxiorr. They don’t have such a setup. 

Mr. McDonovenu. Well, they have to have somebody operate it. 

Mr. Exziorr. Yes. But it was never mentioned. They just trans- 
ferred managers. In fact, this manager that is operating the station 
now was soliciting business for himself and the company 2 weeks before 
I got out of the station. He was handing out his cards down the 
neighborhood, and 2 weeks before I even got out of the station my 
customers came to me and asked, “What is this I hear that you are 
getting out?” 

Chevron stations wear khaki, and company-operated stations wear 
white. And they said, “Here is a man in a white uniform saying, “I 
am going to be the new manager.’” They wanted to know what was 
the setup. And I had to explain to all my customers. 

Of course, I feel that the only way I could have hurt Standard in 
any way, shape or form was to write to all my customers—I have a 
lubrication file where I keep track of all my customers that come in 
for lubrications every thousand miles or 1,500 miles. So I have a 
good lubrication file, which I always keep. I could write these custo- 
mers of mine letters explaining to them what happened. But I didn’t 
feel that I should go through the added expense of printing and 
mailing and so forth. 

Mr. McDonoven. It would not do you any good. 

Mr. Exxiorr. It would not do me any good. 

Mr. McDonover. After all, you were not in business. They could 
not come to you with anything. 
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Mr. Exxiorr. It would not do me any good. 

Mr. McDonoueu. This fellow that took over as the manager, was 
he from one of the company-owned stations in the neighborhood ? 

Mr. Exuiorr. Yes. 

Mr. McDonoveu. In other words, he was promoted from one com- 
pany-owned station to another ? 

Mr. Exxiorr. That is right. They did make another station nearby 
which was a Red, White, and Blue station, into a Chevron station, that 
wasn’t doing the gallonage that I was doing. At the time that my 
lease was not renewed, when I did go to the supervisor, he says, 
“Well, we doubt very much”—his honest opinion was that he doubts 
very much if it could happen. He said, “It is not a policy of the com- 
pany to do that. And, Harold, if it did happen, we would give you 
another unit. We will give. you a unit that probably would be 
turned over toa Chevron. We will give you that unit.” if it was in 
their plans. 

So when it did happen they didn’t even give me the courtesy of giv- 
ing me this other nearby station about 10 blocks away. I imagine at 
the last moment they felt, well, as long as I have a good following— 
my customers are doctors, and so forth—that they would be afraid 
that I might take my,customers with me, and they don’t want to.be in 
competition with me. They want to be the ruling power, so to speak. 

So there I had to take out all my equipment at an expense of hiring 
someone to help me take it out, and right today I have it in my 
garage at home. I am hoping to get another station, but I know the 
pitfalls of this year-to-year coe especially with Standard, and I 
plan in the long run to obtain a master lease on a station. I am work- 
ing on that right now. And even then, as you know, even with a 
master lease you still have the disadvantage of price wars, because if 
you go independent, not major, but an independent gas, surplus gas, 
so to speak, which is really major gas, I have always had a fear that 
when a price war comes along I will be on the way out, because no 
one will rebate to me, as an independent operator, what they will 
rebate to a major station operator. 

Mr. Roosgvett. Do you have any questions? 

(No response. ) 

Mr. Roosrvett. Mr. Elliott, we want to thank you very much for 
coming. 

Mr. Ex.iorr. Thank you. 

Mr. Roosevert. Is Mr. St. Pierre here? 

Raise your right hand, please. Do you solemnly swear that the 
evidence you are about to give before this committee will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. St. Puree. I do. 

Mr. Roosevert. Will you give the reporter your name and address. 


TESTIMONY OF CHARLES HERBERT ST. PIERRE, 
LONG BEACH, CALIF. 


Mr. Sr. Prerre. My name is Charles Herbert St. Pierre, 4001 East 
Seventh Street, Long Beach. I have a station of my own down there. 
I own the land, property, and all. It is my own business. And I have 


a leased station from Shell at 1975 East Pacific Coast Highway. 
Mr. Roosrvett. Now, you have two stations, then ? 
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Mr. Sr. Pierre. That is right, yes. In the station I have at 4001 
East Seventh Street, we are in the middle of a price war there, as 
they are elsewhere around, and at that station 1 haven’t been able 
to get a subsidy program like we have at the other stations, all because 
of the fact that I own the property. They say that I am not en- 
titled to it. 

I think that every man is entitled to a fair price if the other man 
gets the same. The gas comes from the same refinery. It is the 
same trucks, the same drivers. It doesn’t cost any more to haul it 
to me than it does to the fellow down the corner. Right in my neigh- 
borhood there are two Shell stations—well, I have one 7 blocks west 
of me and one about 6 blocks south of me. They have been down 
on premium gasoline, down as low as 25. I maintain a 31.9 premium, 
without getting any subsidy program yet. Those fellows that are at 
25.4 were selling gas cheaper than I am able to buy the gas. That 
still goes on as of today, although their premium now is 29.8.. But 
it is still being subsidized 2 cents on every gallon. 

Now, this subsidy program—I don’t know about the other com- 
panies, but theirs wells so that it is reimbursed right then and there 


on the invoice. In other words, if the gas sells for 26.3, we will say, 
2 cents is deducted right off the gasoline, to bring it down to 24.3, 
or vice versa, whichever way you go with the gas. And it is marked 
right on the invoice as a competition allowance. When you first 
start off in the subsidy program it is not made out that way. It 
goes through the channels, and it takes somewhere, like a man testi- 
fied before, like 2 or 3 weeks before it finally comes about. But there 


again it is written off right on the invoice. 

I had an appointment one time up here in Los Angeles. It took 
me 4 weeks to get to the big wheel up there, and when I finally got 
to him, he passed it off, saying, “Well, this is only going to last 2 or 
4 weeks,” and that is all that got me. 

Then I went down to someone else, and that is about. the same 
answer I got from him. I don’t know if there is any such law that 
prohibits a man from buying an article in competition cheaper, pro- 
vided it comes from the same source of supply, being in the same 
quality and being in the same amount. 

Mr. Streep. Do you lease from Shell? 

Mr. Sr. Prerre. Yes. 

Mr. Steep. Do they give you any rebate on the gasoline for your 
station that you lease from them ? 
ae Sr. Prerre. Yes; they do. We get a 2-cent allowance down 

ere. 

Mr. Steep. And you get nothing for the station you own yourself? 

Mr. Sr. Prerre. I get fan take of a cent. think they have 
trouble writing with the pencil. 

Mr. Sreep, Are these stations in the same area where rebates are 
allowed ? 

Mr, St. Prerre. They arein the same. They are about a mile apart. 

Mr. Strep. Are the stations getting rebates in the area where your 
own station is located ? 

. Mr. Sr. Prerre, There is one six blocks west.of me directly. That 
is six blocks. And the other is about six blocks south. 

Mr. on And that station is selling 2 cents a gallon less than 
you are 
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Mr. St. Pierre. Right at the present time, yes. 

Mr. Roosevert. Are they getting the same subsidy that you are 
getting ? 

Mr. Sr. Prerre. No. They are getting 2 cents off on the subsidy. 

Now, as I was coming up Lakewood Woukessnl this morning, at 
the corner of Imperial and Lakewood Boulevard, the Shell station 
that is in the same trade area, being serviced by the same refinery as 
we are, in the same district, he had a posted sign of 23.6. I am paying 
23.9 for the same gas, and he is selling it for 23.6. 

Now, of course, that just started there this morning, so that he 
hasn’t actually got an invoice of how much it will cost him when it 
all comes about. 

Mr. Roosrvetr. On your TBA items, are you forced to carry just 
Shell TBA items? 

Mr. Sr. Pierre. Yes. Down at the other station I still do most of 
my TBA. But I have discontinued it at my own station. The other 
station that we leased we have to buy strictly on TBA. They made 
us discontinue the use of oil in bottles, that is, because of the fact that 
they want to sell it all in cans, but it still reduces the amount of 
margin we are able to enjoy by about 414 cents per quart. 

The other day a fellow was putting in a quart of cheap oil, which 
they don’t can, into a car in the ‘sland and the supervisor came along 
and told him that that was the last time he ever wanted to see him 
do that. He didn’t ask him what he had there. And the fellow said, 
if he knew of a better way of dispensary 25-cent oil to let him know, 
that he would be glad to find out. 

Of course, it clammed him up pretty quick. But we can’t have signs 
in the windows of any other products outside of, in other ‘words, 
either Goodyear or Firestone tires or Shell products — period. 

Mr. Steep. How long have you had this leased station ‘ 

Mr. Sr. Prerre. Three years. 

Mr. Sreep. Have you had any difficulty getting your lease renewed ! 

Mr. Sr. Prerre. No, because in the oted of 3 years we have always 
sold more gas than the station ever did before. 

Mr. Roosevetr. Does Shell have any company-owned stations in 
your vicinity ? 

Mr. Sr. Prerre. No. 

Mr. Roosrvetr. Owned and operated, I believe? 

Mr. Sr. Pierre. They are all operated individually by people that 
leased them like myself. 

Mr. Steep. Are all the other Shell stations in your area getting a 
rebate ? 

Mr. Sr. Prerre. Yes. 

Mr. Roosryett. Exactly the same rebate as you are? 

Mr. Sr. Prerre. You mean at the leased station ? 

Mr. Roosrvetr. Yes. 

Mr. Sr. Prerre. Yes, exactly, but not in the station that I am in. 

Now, the gentlemen that spoke before, Mr. Dixon, spoke about that 
the supplier sometimes induces a price war. I don’t know whether 
I should disagree with him or not. But some time ago the supervisor 
we had, when there wasn’t a price war on, was up needling us all the 
time and said, “Now, you had.better godown. Joe down at the corner 
says he is going down 2 cents. So you go down to 2 cents below 
tomorrow morning.” n 
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So I called up Joe, and Joe said, “Yes; that is what he told me.” 

So that thing went on until finally about a year ago he got one 
station to start a price war, and that, of course, instigated the whole 
thing in the Long Beach area, and that has been going on for a 
year. 

' Mr. Roosever. Now, why does he do that except to try to get rid 
of surplus that is available ¢ 

Mr. Sr. Pierre. Shell doesn’t have surplus gas that I know of. 
They claim at their meetings that they can’t produce as much gas 
as they actually sell, that they buy some of their gas from the open 
market. 

Mr. Roosevett. What I am trying to get at is that if there is such 
a practice, there must be some reason for it. 

Mr, Sr. Prerre. I don’t know whether they are putting ideas into 
the supervisors’ heads or not. But what they have been after in our 
area is that they have been trying for 2 years just to drop the price 
of gas to the consumer without injury to themselves whatever as 
far as price is concerned. 

Mr. Sreep. You mean to say that Shell is selling gasoline under 
the Shell label that is not Shell gasoline ? 

Mr. Sr. Prerre. I don’t only mean it that way. They refine it 
and process it; yes. They say that they buy 15 percent on the open 
market—that is what they claim—of gasoline that they are not able 
to produce themselves. 

Mr. Roosrvett. In other words, they buy it from Standard or some- 
body else? 

Mr. Sr. Prerre. Somebody, and just re-refine it in their own process 
and push it out as Shell gasoline, which would be all right, I would 
imagine. 

Mr. Roosevetr. Now, your main complaint is that they have in- 
terfered with your own operation of your own station as an inde- 
pendent operator ; is that correct ? 

Mr. Sr. Pierre. Yes, plus the fact that we are not able to enjoy the 
subsidy program as the other stations have, too. 

Mr. Sreep. As I understand it, your major complaint is the fact 
that they are discriminating against a station that is owned by some- 
body other than themselves ? 

Mr. Sr. Prerre. Owned by myself; that is right. 

Mr. Sreep. Have they ever said anything to you about operating 
two stations ? 

Mr. Sr. Prerre. No. That two-station affair, they do have some 
kind of clause that you cannot lease two stations from Shell. But I 
don’t lease two stations. I own one myelf outright, and the other 
one we do lease. So actually in the eyes of Shell I just lease a station. 

Mr. Roosrverr. Do you agree with Mr. Dixon that most of this 
problem would be removed if they were completely eliminated either 
directly or indirectly from the distribution field ? 

Mr. Sr. Prerre. Yes. I think they should be cut off from all real 
estate fields, myself, because they are actually as much in the real 
estate business as anybody is that makes it their business. That is 
part of their business. They have real estate men as well as distribu- 
tors operating in other offices, buying Jand or master leasing land out 
from somebody else. 
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Mr. Sreep. Is there a surplus of gasoline stations, in your opinion, 
in your area ¢ 

Mr. Sr. Pierre. I wouldn’t say that, no, because I have been able 
to enjoy a station that sold 3,000 gallons of gas for 10 years before I 
bought it, and last month I pumped 24,000 out of it. So I would not 
say there was a surplus. 

Mr. Roosrvetr. What is your margin between your retail and your 
tank price ? 

Mr, Sr. Pierre. 26.9. It is about 5144 cents plus—I get a cent and a 
half back from the company for them leasing it from me and me sell- 
ing Shell products. 

Mr. Roosevettr. So it is actually over six? 

Mr. Sr. Prerre. Yes. 

Mr. Roosrevert. Mr. Arnold? 

Mr. Arnotp. Which station did you just refer to? You said you 
had a cent and a half for them leasing from you. 

Mr. Sr. Prerre. That is the one that I own, from them. 

Mr. Arnotp. You have a master lease and you lease back to Shell ? 

Mr. Sr. Prerre. No. I own the land, the pumps, the building, and 
all, and in order for me to sell Shell gasoline to begin with, you have 
got to sign what they call a conditional contract whereby you will 
sell only Shell gasoline and oil. You couldn’t put a Standard pump 
in there and, in another place, a Texas pump, and so forth. So the 
give you that lease and they give you a cent and a half for every gal- 
lon of gas you sell. 

Actually, they rent the land from me in an indirect way. But you 
can kick them out any time you want. 

Mr. Arnotp. Youcan kick them out? 

Mr. St. Prerre. Yes. 

Mr. Arnowp. But they cannot kick you out ? 

Mr. Sr. Prerre. Hardly. 

Mr. Arnotp. When does the other lease expire on your other sta- 
tion? 

Mr. Sr. Prerre. I think the latter part of June or the first of July. 
That is going to be the end of it, too. had it for 3 years. 

Mr. Arnotp. And you are going to— 

Mr. St. Prerre. I am clearing out, yes. 

Mr. Sreep. Are other major companies giving their dealers in your 
area rebates / 

Mr. Sr. Pierre. I couldn’t tell you. You mean other companies? 
I wouldn’t know. I kind of try to keep my eyes on the Shell, and 
feel that they are about my only competitors. 

Mr. Roosrvetr. Do you have any questions you wanted to ask, Mr. 
McDonough ? 

Mr. McDonoven. Did the Shell Co. inform you why they would 
not rebate you on your own, owned station ? 

Mr. Sr. Prerre. No; they had no excuse for it. They said that it 
was going to blow over. But that has been over 2 months, and it 
hasn’t blown over yet. 

Mr. McDonovex. Which one of the stations pump the most gas! 

Mr. Sr. Prerre. The one Lown m 

Mr. McDonovex. And you handl 

Mr. Sr. Prerre. Yes. 


self. 
e nothing but Shell products? 
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Mr. McDonovueu. And you go along with their TBA program, and 
everything ¢ 

Mr. Sr. ‘Preene. Yes, I do; although I don’t have to. 

Mr. Roosevettr. Could I ask you a perfectly extraneous question, 
just out of curiosity? Suppose the companies were out of the dis- 
tribution field altogether; would it be feasible for you to operate a 
station where you sold more than one brand ? 

Mr. Sr. Pierre. Of gasoline? 

Mr. Roosrveur. Of gasoline. 

Mr. Sr. Prerre. I don’t know. I wouldn’t visualize it that way, 
although I have seen it that way in certain sections of the country. 
But I don’t think it would be feasible. 

Mr. Rooseveur. In other words, if they were out of it you would 
still operate a one-company, so to speak, station ? 

Mr. Sr. Prerre. One Shell, or Unken or Standard, or whatever you 
want. 

Mr. Sreep. You think the greatest advantage is in a name brand 
exclusive? 

Mr. Sr. Prerre. That is right, yes. But I think they should be 
kicked out of the real-estate business—period. 

Mr. Roosevetr. Would you have objection to a contract which was 
based upon your fulfilling a minimum gallonage requirement ? 

Mr. Sr. Prerre. No, not necessarily, because I think if a fellow can’t 
live up to some expectation of life, he can’t amount to much if 
he just wants to hang on. If they have an expectation that the 
station should sell 25,000, I don’t think that they exceed their ex- 
pectations. They are pretty mild, the ones I have seen. Union has 
them, and I don’t think they overexceed what they expect the station 
to do. 

Mr. Roosevett. But you feel in other items, like TBA items, that 
you should have the right to buy where you want and what you want? 

Mr. Sr. Prerre. To buy where you want and what you want. 

Mr. McDonoven. In other words, you are recommending to the com- 
inittee that the Congress consider legislation to the effect that major 
oil companies should not be permitted to buy real estate for the pur- 
pose of distributing gasoline to the public ? 

Mr. Sr. Prerre. That is right. 

Mr. Streep. In other words, that would eliminate the lessee program. 

Mr. McDonovucn. Yes. In other words, the only place that gaso- 
line could be distributed to the public is on privately owned land, 
owned by the operator himself or owned by a real-estate company 
that woul lease to an operator ¢ 

Mr. Sr. Prerre. Or an individual like myself. If I wanted to lease 
my station to Shell or to you, or whoever it may 

Mr. McDonoven. In other words, of course, you would not recom- 
mend legislation that they could not lease ? 

Mr. Sr. Prerre. No, not that they couldn’t lease. 

Mr. McDonovexr. Well, if they lease for 99 years what about that ? 

Mr. Sr. Prerre. They might as well own it. 

Mr. McDonovau. You see, that is the way that large corporations 
and other individuals do in building office buildings, and so: forth. 
So, so far as the purchasing of land for distribution of gasoline is 
concerned, that is one thing. Then on the question of leasing, it 
would have to be a question of a period of time. 
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Now, there is a question as to whether you could legislate them 
out of leasing land for distributing gasoline for a specified period of 
time. However, your idea would restrict the use of land for that 
purpose, so that the private operator would have an advantage. 

Mr. Sreep. I think what he is trying to say is that he refers to it 
as a lease; I think what it actually is is an exclusive dealer agreement. 

Mr. McDonovucu. Yes. 

Mr. Sr. Prerre. Now, they are about the only ones that can lease a 
good piece of land that is worth anything, because, in fact, they are 
the only ones that can pay as much as the property owners are de- 
manding for it. Down my way in particular, through Lakewood 
Boulevard, there is hardly a piece of land that you could lease that 
would not cost you as much as $800 or $900 a month, just to lease the 
land, let alone building and operating the place. There isn’t an 
individual like myself that could start to pay that. But they do. 
They get their name up in the air and advertise and so forth, and 
even if they come out a few bucks ahead, they are a few bucks ahead, 
where an operator with a few bucks would be behind the “8 ball.” 

Mr. Roosevert. But you think you could finance it if you were able 
to enter into a contract to sell Shell gasoline? 

Mr. Sr. Prerre. Oh, yes. 

Mr. Rooseverr. And you could afford then to buy and erect your 
station ¢ 

Mr. Sr. Prerre. Yes. 

Mr. McDonoveu. In other words, your personal problem is that 
you are just recommending to the committee that certain legislation 
be considered, but as far as your being personally hurt at the present 


time, you are not seriously hurt? 
Mr. Sr. Prerre. No, I am not seriously hurt, but I would be hurt 
worse later, because this thing is getting worse. It isn’t getting better. 
Mr. Sreep. You are also ee about the fact that they sell 

i 


gasoline to different dealers at different prices? 

Mr. Sr. Pierre. At different prices, out of the same place at different 
prices. I am not talking about different services. I am talking about 
the same gas that we buy. 

Mr. Roosrveit. Thank you very much, Mr. St. Pierre. We appre- 
ciate your coming. 

I would like to point out for the information of those that are 
present that if anybody wants a copy of the testimony at either session, 
arrangements can be made to buy it through Mr. Arnold, who will 
make arrangements for you, and if there are other witnesses, particu- 
larly the oil companies or others, the committee has already said to 
them that they will be glad to give them an opportunity to testify 
and to make such comments as they care to make to the committee 
upon their request at a later time. 

There being no other witnesses today, the committee will recess 
until April 20, when it will meet in Washington, D. C. 

(Whereupon, at 4: 14 p. m., the subcommittee adjourned, to recon- 
vene at Washington, D. d. Wednesday, April 20, 1955.) 
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WEDNESDAY, APRIL 20, 1955 


Howse or REPRESENTATIVES, 
Suscommirree No. 5 oF THE SELECT COMMITTEE 
To Connucr a Strupy AND INVESTIGATION OF 
THE PROBLEMS OF SMALL Bustness, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 445, Old House Office Building, Washington, D. C., Hon. James 
Roosevelt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt and Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel ; Katherine C, Blackburn, Clarence D. 
Kver ett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosevetr. The committee will please come to order. 


The committee will resume this morning penene, | from complaining 


witnesses, and our first witness this morning is Mr. Harold Grindle, 


from Toledo, Ohio. 

Is Mr. Grindle here? 

Mr. Grindle, will you come forward. 

If you first would raise your right hand, do you solemnly swear 
that the testimony which you will give before this committee is the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Grinpie. Yes, sir. 


TESTIMONY OF HAROLD GRINDLE, TOLEDO, OHIO 


Mr. Roosrvetr. Mr. Grindle, we are happy to have you with us, and 
I would appreciate it if you would eek loud enough so that the 
people in the rear of the room can hear you. 
Mr. Grinpie. All right, sir. 
Mr. Roosevett. I understand you have a prepared statement, and 
the committee members have copies of it, and we will follow you as 
you go along. Under normal circumstances we will try not to in- 
terrupt you until you have finished your prepared statement, but if any 


members of the committee care to stop you, I will interrupt you at 
that time. 


Mr. Grrnpte. Surely. 

Mr. Roosevetr. Mr. Grindle. 

Mr. Grrnpte. My name is Harold Grindle, from Toledo, Ohio. 
am and have been a service-station operator for the last 8 years. 
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Mr. Chairman and members of the committee, I would like to present 
the following facts in support of our claim of being under the direct 
control of our supplying companies. 

1. If you were going into the hardware business, grocery business, 
drugstore or shoestore business, the first thing you would do is look 
for a place to do business. You would not go to the hardware whole- 
saler, grocery wholesaler, drug wholesaler, or shoe wholesaler; you 
would go to a real-estate office-and-tell-them what type of building 
you were looking for. 

In the retail petroleum business you don’t do this. You go to the 
petroleum wholesaler or supplier as we call them. This is the first 
instance of control by our supplier. They control by outright owner- 
ship or under lease almost all retail outlets. We must in almost every 
case go to the supplying company to lease a service station. This one 
fact alone gives the suppliers control of almost all the available outlets. 
This fact would not be quite so bad if we were given leases with any 
protection. 

When you lease a property or building for any other type business 
the landlord can’t come along and throw you out unless you destroy 
the building or don’t pay your rent. This is not true in our business. 
Our leases are cancelable, in some cases on 24 hours’ notice, others on 
10 days’ notice and, in some cases, 30 days’ notice. 

Even worse than the short-term cancellation clause is the short 
term of the leases themselves—6 months to 1 year in the case of 
every company except 3 (and even these 3 have many short-term 
leases). In fact, I believe the record would bear out that they have 
more short-term leases than they do the 3-year leases. I don’t have 
the figures on that, but after some investigation on it, I am sure that 
that figure is correct, that they have more short-term leases than they 
do the 3-year leases. 

Mr. Roosevett. May I interrupt. you there and ask whether you 
would identify the three companies to which you refer? 

Mr. Grinpie. Standard of Indiana; Standard of California, I 
believe it is; and 

A Votcr. Richfield. 

Mr. Grinvie. Richfield? Yes, that is right; Richfield. 

These short-term leases mean the deal is continually under the 
threat of lease termination—never more than a year away. 

I believe conditions and rules should be worked out so that longer 
term leases are automatic and not at the whim of the supplier. is 
could be worked out at the conference table if the supplier would sit 
down with us. If it cannot be worked out that way, then I believe 
such minimum standards providing a fair term and fair protection 
for retailers should become mandatory by congressional action when 
the supplier-lessors are engaged in interstate commerce. 

Gentlemen, the other any read an editorial in the Gasoline Retailer, 


a trade magazine, that I would like to read to you: 


WHEN A DEALER Fits 


A-young GI scrapes together $3,000 which he has managed to save and borrows 
an additional $2,000°from Aunt Jessie. He-leases a service station from an oil 
company, and now he’s an independent businessman. But he’s a flop. He works 
a hundred hours a week, and still can’t survive a gasoline price war that never 
quite ends. He loses his $3,000 and his Aunt Jessie’s $2,000. When he has no 
more operating capital his lease is canceled. 
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All of this is the fault of the supplier who leased him the station. Anyone 
in the service-station trade can tell you that. 

But members of the congressional committee conducting an investigation of 
petroleum distribution found it difficult last week to understand all this. 

Why had the young man gone into this business in the first place? Well, there 
is the attraction of being in business for yourself, your own boss. 

The company has been most helpful. He was a clean-cut young man with an 
attractive, alert wife who could help him, and two fine children. He was a good 
prospect. They even helped him finance a little equipment. And where the 
young man was investing $5,000, the company has an investment of $30,000 in 
the station. Where else can you set yourself up as the operator of a $35,000 
business for $5,000? 

The company also gave him training in service-station operation. It provided 
expert guidance on what products to handle and how to sell them—what services 
to render—what hours to operate—and above all, how to keep his prices com- 
petitive. 

When a new private brand outlet opened a big new station about a mile down 
the street and started selling an unknown gasoline at a couple of cents under 
him, the company even helped him to meet this new competition. A price war 
developed and got so bad that he eventually had to cut his prices 4 cents a gallon, 
but the supplier took half the loss. 

It was the 2 cents off the dealer’s margin that broke him. He had been work- 
ing on a 5-cent margin and had made out pretty good with it, plus the TBA and 
maintenance work he could do. His gallonage went up a little with the price 
cut, but there was no money to take on extra help. So we worked long hours, 
and was too tired to promote TBA and maintenance work. And on gasoline 
alone, at a 3-cent margin, the more he pumped the more money he lost. With 
limited capital to begin with, it didn’t take him long to go broke. 

So why is the oil company to blame? What did it do wrong? It is not made 
up of wicked people who deliberately lured this young man into investing his 
money to work in a business where they knew he would go broke. They wanted 
him to make a success of it. There is nothing they want more than good 
dealers selling their products to the public. 

But the industry in this is like a mother who moves in with her married 
son as soon as he returns from his honeymoon. It’s fine for the young people 
to be married, but what do they know about running a home? She has always 
made decisions for her son. He would be lost without her. When he has been 
in trouble he has always come to her to bail him out. 

The oil companies, in the middle thirties when they started leasing their pre- 
viously company-operated stations to escape the prohibitive chain store taxes, 
were glad to see former managers set up housekeeping as independent business- 
men. But they never quite let them get away from mama’s apron strings. When 
the going gets tough, mama is always there to help them out—that is until they 
are beyond help. 

The supplier will always be blamed for dealer failures until he does one of 
two things; cuts his dealers loose to stand on their own feet, make their own 
decisions and succeed or fail on their own, or takes over the stations as company 
operations. This may sound brutal, but it is inescapable. 


I would like to reread that last paragraph once more: 


The supplier will always be blamed for dealer failures until he does one of 
two things; cuts his dealers loose to stand on their own feet, make their own 
decisions and succeed or fail on their own, or takes over the stations as company 


operations. 

Gentlemen, until the control of our business is taken away from the 
suppliers we are going to have the doubtful distinction of leading all 
business failures. 

Why do we claim price control by the suppliers How is this ac- 
complished and what should be done about it! 

Well, let me say this, my supplier has never told me what price to 
dost on my gasoline pumps, but here is the way we are controlled. 

Ly pa a i Standard Oil Company of Ohio (Sohio) has 375 stra- 
tegically located company stations at which, by law, they are allowed 
to set their own retail price. Now I don’t have to post the same price 
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as they do, but here is what happens if I don’t. In February of this 
year, I posted a price 1 cent above the posted price in my supplier’s 
company-operated stations. For 10 days my daily average was 690 
gallons per day. I then reduced my price to the posted price in my 
supplier’s operated stations, and for the following 10 days my gallon- 
age went to 890 gallons per day average. 

This is not the first time I have tried to post a different price 
than that at my supplier’s company-operated stations to give me a 
margin sufficient to cover my cost of pumping gasoline. Every time 
I have tried to do this my gasoline gallonage fell off so badly that 
I was in danger of going broke because all my other sales are in direct 
relation to my gallonage. If I was to post a lower price, I would 
have an increase in gallonage and also other services and sales, but 
my profits would be so small I would not be able to hire any help to 
serve the people as they should be served and they would soon start 
trading somewhere else. So either way I lose. 

Thus, Standard Oil Co. through its 375 company-operated stations 
fixes the price at which I sell gasoline—and it also exercises price 
leadership at the wholesale dealer-tank wagon level controlling the 
price at which we retailers must buy gasoline—thus giving this com- 
pany a two-way stranglehold on prices and retailers’ margins. 

Standard is the price leader, but other companies have their own 
special methods of helping enforce Standard’s price leadership on 
their own retailers. 

One of these methods, new to Toledo this year, is the so-called 
C-station. These are being set up by the Shell Oil Co. at the present 
time. You are a dealer on one hand and an employee, or as they 
call it commission agent on the other. The dealer invests his money 
in TBA items suggested by the Shell Oil Co. and he receives the 
profits, if any, from their sale. The gasoline he sells is another 
matter. He receives a commission on all gasoline he sells in this 
manner. The first load of gas is put in the tanks, and he does not 
pay for it until it becomes necessary for him to receive another load 
of gasoline. Then he pays for what he has sold less his commission. 
This is direct price control by the supplier as the dealer has nothing 
to say about the posted price at his station because Shell Oil Co. owns 
the gasoline. 

Another method used or encouraged by suppliers to squeeze down 
retailers’ margins is the price war. Sometimes the supplier actually 
organizes and creates the price war by price discrimination giving 
a discount to one or a few retailers on condition they pass it along 
in cut prices to consumers, thus forcing other retailers to cut their 
prices and margins without benefit of wholesale price reduction. In 
other cases, the supplier encourages dealers to cut their prices and 
margins to get additional volume—thus throwing the area into price- 
war conditions and dealers into starvation. 

In our city we have the following condition. A citywide price on 
regular grade of gas at 24.9 cents with a 3.7-cent margin. In one 
section of the city they have a price problem; so they set a price at 
the present time of 23.9 cents at their company-operated station—I 
am referring to Standard Oil Co, in that statement—— 

Mr. Roosevett. That is Standard of Ohio? 

Mr. Grinvie. Standard of Ohio, Sohio; yes. 






































DISTRIBUTION PROBLEMS 337 





(Continuing:) To, as they say, meet competition. Near this area 
they have 2 dealer-operated stations at 24.9 cents. There business 
fell off so they gave them the following proposition. If your price 
will go to 23.9 cents we will give you a 344 cent margin. When I 
asked for this price I was refused. And incidentally, I am only a 
mile from one of the stations that received the difference in price. 
This, again, is proof they control the price of gasoline. 

Yes, I could post a 23.9-cent price at my station, but here is what 
would happen. I would be working on a margin of 2.7 cents, less my 
rent which is approximately 1 cent a gallon if I pump 30,000 gallons 
amonth. This would leave me a total of 1.7 cents per gallon or about 
$17 per day gross profits, excluding my rent, of course. 

To pump 1,000 gallons of gas per day, I stay open 18 hours per day. 
This requires two and a half men to just pump gas. My labor costs 
alone for these two and a half men run about $37.50 per day. How 
long could I stay in business ? 

For the last 2 years we have had price disturbances in the Toledo 
area and it follows the following pattern in all cases. At the present 
time in Ohio, the statewide price is considered to be 26.9 cents with a 
4.3margin. Whenever the price drops 1 cent at retail in the Standard 
Oil Co. of Ohio operated stations, the tank-wagon price to us only 
drops .7 cents. This is just one more reason why 30 to 35 percent of 
the service stations change hands every year. 

Now for the remedies: 

As long as the supplying companies own the service stations they 
will probably continue to use them to dominate us lessee dealers, to 
—_ us on short leases and to use some stations for company operation 
and commission-station operation to control prices—unless prohibited 
by law. 

Thus, we must either have laws to prohibit these destructive trade 
practices—or we must have divorcement by law of the ownership and 
operation of retail facilities from supplying company wholesale, re- 
fining and producing operations. 

By laws to prevent destructive trade practices, I mean and propose 
the following : 

1. Longer leases—5 years—free from restrictive provisions and 
tricky cancellation clauses—established by law to prevent the destruc- 
tive trade practice of supplier domination of lessees and the lessee 
being always under the threat of lease cancellation or termination. 

2. Prevention of sales below cost of doing business in company- 
operated and commission-type stations—through an effective and 
strong law against sales below cost on the pattern of the Michigan 
below-cost law. 

3. Stronger laws against price discrimination and other practices 
by which dealers are forced into price wars to move additional gallon- 
age for suppliers. 

These remedies would prohibit the misuse of the economic power 
the companies have and exercise through their 90 percent ownership 
and control of retail facilities. If these checks cannot be placed on 
the abuses of that power, then the power itself should be curtailed 
through laws providing for divorcement of the ownership and control 
of retail facilities from the wholesale and refining operations of the 
major oil companies. 

Gentlemen, thank you. 
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Mr. Roosrverr. Thank you, Mr. Grindle. 

I think the committee probably will have a few questions to ask you. 
No. 1, just as a matter of clarification, I notice on page 1 of your state- 
ment that you state that there are some leases containing 24-hour 
notice of cancellation. This committee has never had any such leases 
brought to its attention. Do you have any that are available to you? 

Mr. Grrnpte. I don’t have any available, sir. 

Mr. Roosrvett. Do you know what companies have such leases? 

Mr. Grinpie. I believe that inour leases—I wish I had brought my 
lease here—there is a 24-hour clause in there, but I can’t state specifi- 
cally what it says. 

Mr. RoosEve.r. Would you be able to send us a photostatic copy of 
your lease? We would appreciate having it, if you could. 

Mr. Grinptez. I will try to. 

Mr. Roosrve.t. That will be for the record. 

Mr. Grinpte. All right, sir. 

Mr. Roosrveur. No. 2, on page at the bottom of the page, you state 
that the Standard Oil Co. of Ohio in their local company stations by 
law is allowed to set their own retail price. What law do you refer to? 

Mr. Grinpie. In referring to that, there is no restriction actually on 
an individual setting his price. He has freedom to set his own price 
at which he would sell. In other words, I have the privilege of setting 
prices in my own station at any price I would see fit. There is no 
law that prohibits me from selling gasoline at 30 cents a gallon or 20 
cents a gallon. And, of course, they have the same right. They are 
allowed to determine their own retail price due to competitive condi- 
tions and due to cost of operation, and so forth. 

Mr. Roosevext. I see. 

Now, on page 4 you have brought up what I think is the first inti- 
mation before this committee of a slightly different operation of a so- 
called independent station whereby the company sells gasoline and 
collects after the sale instead of prior to the sale I think most of 
our testimony so far has been that the individual operator had to pay 
for his gasoline cash on delivery. 

Mr. Grinvue. Yes. 

Mr. Roosrveur. And this is the first intimation that practices of this 
kind have been changed. 

I am particularly interested because from many legal aspects this 
practice might well change the independent operator from an inde- 
pendent operator to an employee status for the oil companies them- 
selves. And if you have evidence to substantiate this particular prac- 
tice, such as invoices, I think the committee would appreciate 
having it. 

Mr. Grrnvtez. I believe there is going to be more testimony on that 
particular type of operation. 

Mr. Snow, would you know whether there is going to be testimony 
on this C station setup? 

Mr. Snow. Yes. That relates only to the commission station. 

Mr. Roosevetr. I will ask the witness, then, that question at a later 
time. 

Mr. Grrinvie. Surely. 

Mr. Roosrvett. Now, I also notice at the bottom of 4 the sen- 
tence which runs over on to page 5. You say, “When for this 
price, I was refused.” 
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We have had previous testimony which would indicate a point which 
in your recommendations you did not bring out, that there might be 
some advantage in requiring that any subsidy given to one dealer, let 
us say in a State area, should be ayailable to aff Gibleve by law in the 
same area. In your opinion, would that perhaps be one remedy which 
would be of assistance ? 

Mr. Grrnvte. I would say so; yes, sir. I don’t believe that you could 
block every small area and funnel all the business into that area and 
end a price war, because those fellows have huge gallonage as a result 
of that, and especially to us fellows sitting just on the edge of it, it is 
much more vital, of course, than it is to someone further away. It 
probably would not affect their gallonage quite as much as it would 
us near fellows. 

Mr. Roosrvett. Do you feel that the mere publication of the dis- 
counts that were being given would be sufficient, or do you feel that it 
should be a requirement that all dealers in a given area such as a State 
area should receive the same? 

Mr. Grrnpte. I would say that it would be that all dealers should 
receive the same subsidy. 

Mr. Roosevetr. In other words, you feel that just mere publication 
would not be the cure? 

Mr. Grinpp. I don’t believe that would cure the situation. 

Mr. Roosrveit. Mr. Sheehan ! 

Mr. SuHeenan. Mr. Grindle, being in business for 8 years, you must 
have had some profitable years. 

Mr. Grinpiz. Yes, sir, I have made money in the service-station 
business or I wouldn’t have been in it this long. 

Mr. SHeeHan. How many of the 8 years have you made money ? 

Mr. Grinpie. Well, it depends on what you call making money. 
I have worked for, you might say, wages almost all of the 8 years. 
I have yet to show an actual profit on my investment, considering 
a decent hourly rate for my own services, in 8 years. 

Mr. SureHan. How much of an investment do you have, roughly, 
in dollars and cents in your station ? 

Mr. Grinpie. Around about $11,000, as near as I could give you 
that figure at the moment. 

Mr. Sueenan. You talked on page 2 about supplier-lessors and 
interstate commerce. Do you have any in Ohio who are strictly 
intrastate? 

Mr. Grinpiz. I can’t answer that exactly because I don’t know for 
sure. Our own company has always operated in the State of Ohio 
until recently, and they have branched into two Michigan towns. 
That would be the only one. Shell and all the rest of them operate 
nationwide, of course. 

Mr. SuHrenan. You state here that you believe such minimum stand- 
ards providing a fair protection for retailers should become mandatory 
by congressional action when the suppliers are engaged in interstate 
commerce. You must take into consideration that there are some sup- 
plier-lessors who are wholly located in the State. You certainly 
would not want congressional action to assure you of profits and not 
assure your competitors of profits. 

Mr. Grinvie. No, sir. That is right. That would not be fair 
competition. I don’t believe—however, I cannot say for sure—but 
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I don’t believe there are any companies at the present time, especially 
in the major companies, that are only operating just in the State 
of Ohio. Iam sure all the rest of them are more or less nationwide. 

Mr. Surenan. What is your opinion as to the real reason why the 
major oil companies continue this’process of leasing stations rather 
than owning them and operating them themselves ¢ 

Mr. Grinp.e. Well, there are a lot of reasons for that. I presume 
one is that it relieves them of unionization of their help in company- 
operated stations. 

Mr. Surenan. How about the economics? Is it cheaper for them to 
operate that way or more expensive ¢ 

Mr. Grinpte. I would say that it is cheaper for them to operate 
with dealer setups, because of personnel, the taxes on personnel, and 
so on, 

Mr. SHEEHAN. Well, then, wouldn’t you say offhand that maybe the 
conditions used by housewives should apply in your particular in- 
dustry, which means the law of supply and demand; that if enough 
people decided that they would not operate these gas stations for 
the benefit of the big companies, let them hire their own personnel, and 
by not being able to get people like yourself to operate, they would 
have to take the burden onto themselves? 

Mr. Grinpte. That possibly might be true. But there are so many 
people with a few thousand dollars that want to be in business for 
themselves that it just seems like there is a never-ending supply. 
Now, I can’t blame that, of course, on the major oil companies. That 
is true. I don’t say that. I do blame the major oil companies from 
this very standpoint, that they take inexperienced people, put them in 
a service station, and they are allowed to service your automobile; 
they work on the steering; they work on the brakes, and, Lord knows, 
an automobile has been considered a dangerous weapon for a long 
time. It has killed more people than the wars that we have ever 
had. I can’t go out and do plumbing. Yet I can thread a pipe as 
good as any plumber from down the street. But I am not licensed 
to do it. 

Mr. Roosrveit. If you will yield to me for a minute, I would like 
to observe at this point that if Mr. Sheehan’s philosophy was carried 
out to the ultimate degree, we would have little control over any kind of 
evil because, for instance, if you set up a racket business, you can 
always say, “Well, the law of supply and demand should make in- 
telligent people refuse to be victimized by rackets.” 

But, unfortunately, we do have to protect individuals from certain 
bad practices and that is why cane as you well pointed out, the 
companies have the power here to make the attractiveness of operat- 
ing and owning your independent station very appealing to young 
people; and as long as these young people do not have available in- 
formation to show them the difficulties in operating—and most of 
them do not 

Mr. Grinpie. Most of them do not; that is true. 

Mr. Rooseveir (continuing). In many areas, there will always be 
the supply. And therefore there is the responsibility to see to it that 
either they are well informed in advance of all the pitfalls, or else 
that the unfair practices which make this possible as a successful 
operation are removed, in my opinion. 
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Mr. Grinpte. That isright. I will go along with that. 
Mr. Sueenan. I think Mr. Roosevelt has touched the nub of the 
whole situation, how to acquaint people or keep them from going into 
business when they have no business being in them. 

However, with private initiative as it is, and the desire of a lot 
of people to be in control and own their own business, regardless 
of the risks or the hardships, there is always going to be somebody 
who is going to go into some of these businesses. 

Mr. Grinpie. That is right. 

Mr. SHeeHan. And it seems to me, as Mr. Roosevelt stated the 
problem, it is to get these people informed somehow. 

Mr. Grinpie. That is one of the big problems, if we could show 
some of the new people coming in what troubles they are going to 
have, and, of course, we are limited on what we can say because some- 
times we are afraid that our companies might take a whack at us. 
I don’t happen to be too scared of that, because if they put me out of 
the service station business, I presume I can make a living in something 
else. 

Mr. SHreHan. You might even be better off ? 

Mr. Grinpie. I might be. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Rooseverr. Mr. Arnold? 

Mr. Arnotp. You read an article there which in substance said that 
the oil companies should either operate all their own stations or make 
the lessee-dealers truly independent. In line with what Mr. Roose- 
velt and Mr. Sheehan said, as I understand it, one of the complaints of 
the retailers is that if you are going to say these are independent 
businessmen, then they should be treated and should have all the 
attributes of an independent businessman, 

Mr. Grinpie. That is right, sir. 

Mr. Arnotp. But unless you have that in fact instead of in theory, 
you people still feel that you have a legitimate complaint? 

Mr. Grrnpte. That is right, sir. 

Mr. Arnotp. And one other question on that. Where would you 
regard the commission station as standing in between this one con- 
cept of the company-operated station and the other concept of the 
truly independent small-business man? Where would the commis- 
sion station fall ? 

Mr. Grinvte. Well, like I say, it would probably be just in the 
middle. To me the setting up of a C station is only a method of 
controlling the price of gasoline. I believe that as far as I myself 
am concerned, that is the only reason I can see for setting up these 
C stations, is to be able to control the price of gasoline without any 
fear of breaking any laws, because they are setting the price on their 
own product. 

Mr. Arnotp. Under this C station, would you also have the ad- 
vantage of, in a sense, epee this feeling of the small person to 
be an independent dealer? Would he also work longer hours under 
a C station where he might not work as long hours if he were e1a- 
ployed in a company-operated station ? 

Mr. Grinvie. I would think that that would be the lead on the 
situation, that because of their control of the gasoline, they would 
tend to lengthen the hours of operation, tend to tell him what TBA 
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items he could handle, and in almost all cases—in fact I didn’t make 
a personal survey of it, only just driving into the station and looking 
it over; I saw nothing but Shell-approved products in any of the 
C stations that we have in Toledo at the present time. 

Mr. Roosrveur. Mr. Sheehan has an additional question on that 
point, I think. 

Mr. Surenan. Along Mr. Arnold’s line of thinking on these C 
stations, do they guarantee the operator a flat number of pennies per 
gallon regardless of the price? 

Mr. Grinpie. Yes, sir. I don’t know what that rate is, sir. 

Mr. Sueenan. The station operator, then, does not care at what 
price he sells the gasoline? 

Mr. Grinpte. That is right, sir. 

Mr. SHEEHAN. He always gets the same margin ? 

Mr. Grinpiz. That is right, sir. 

Mr. Surenan. Thank you. 

Mr. Rooseve.t. Mr. Dalmas, do you care to question the witness? 

Mr. Datmas. No questions, Mr. Chairman. 

Mr. Roosrvetr. Thank you very much, Mr. Grindle. We appreci- 
ate your coming. 

Mr. Grinpiz. Thank you. 

Mr. Roosrvetr. Our second witness this morning is Mr. J. R. Purser, 
of Charlotte, N. C. 

Mr. Purser, good morning. 

Would you raise your right hand. Do you solemnly swear that 
the testimony which you are about to give to this committee shall be 
the truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Purser. I do. 

Mr. Roosrvetr. Thank you very much. 


TESTIMONY OF JAMES R. PURSER, CHARLOTTE, N. C. 


Mr. Purser. Mr. Chairman, members of the committee, could I 
have just 1 minute to elaborate on the statement that he [| Grindle] 
has just given where mine will conflict with his? 

Mr, Roosrvett. Certainly. But don’t you care to be seated? And 
would you first identify yourself for the reporter officially so that we 
have it in the record. 

Mr. Purser. I am J, R. Purser, Charlotte, N. C., service station 
operator for 10 years, approximately 4 years with Shell and about 
7 years with Esso, 

I hope the group will excuse my nervousness because I am a bit 
jittery. It is my first time to ever testify before a group of men such 
as you, and I will do the best I can to tell the truth and get things 
across with you. 

Mr. Roosrveur. You just relax and be perfectly at home, This is 
not a courtroom. This is a very informal procedure, and we want you 
to be perfectly at home. 

Mr. Purser. The statement that he made that he had not had any 
interference with his price as to what he on his pumps is en- 
tirely different from the situation we have in Charlotte. They almost 
tell us what to sell gas for. I mean, they force it.to us. And my 
statement will bear that out. They are starting just infringing on 
C stations now, which I guess they plan to use as a weapon over our 
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heads. Maybe they think the South is getting a little better educated 
and is going to be able to know more about what to do in these things. 

So I will proceed with my statement. It doesn’t cover the thing 
quite as fully as his does, and I will certainly be glad to answer any 
questions on it. 

I am a service-station operator. My place of business is at 2437 
Central Avenue, Charlotte, N. C. I am a Shell dealer. I own the 
property on which my service station is located. In order to get the 
Shell franchise it was necessary for me to lease this property to the 
Shell Oil Co. The Shell Oil Co. then leased the property back to me. 

I have been in business selling Shell Oil products for approximately 
4 years at this location. In October 1954, divine the gas war in Char- 
lotte, I had ordered some gas and the driver came to my station with a 
tank load. He did not fill me up, but gave me only 3,600 gallons. He 
stated that he was carrying the rest of the load to Kimmons Shell 
Service on the Plaza about 1 mile from my station. I saw the ticket 
for Kimmons laying on the truck seat. 

Now, that ticket was just a delivery ticket like they make out any 
time they deliver a load of gasoline, and the driver had laid it over 
there. He didn’t tell me to look at it, but I saw it. 

It showed that he was receiving a 5.3-cent temporary discount allow- 
ance. When the 3,600 gallons were put in my tank I offered to pay the 
driver at the same rate as the ticket for Kimmons called for. The 
driver refused to give me this. I, of course, refused to pay more 
than Mr. Kimmons was going to pay. The driver called Mr. Adkins 
on the telephone. Mr. Kakins is the district manager for Shell Oil 
Co. in Charlotte. 

After the conversation the driver stated that he was referred by 
Mr. Adkins to the dispatcher. The driver called the dispatcher and 
then advised me that I was denied the 5.3-cent temporary discount 
allowance because I was not posting the price directed by Shell Oil 
Co. He stated that the dispatcher had instructed him to take the gas 
back out of my tank. I forbid the driver to do this unless he had a 
writ from the court. The driver left without accepting any money. 

Now, I would like to go into that just a minute. There was quite 
a bit of discussion, and when I called Mr. Adkins at his house, or the 
driver called first, he immediately referred him to the dispatcher, 
and he had no control over letting the dispatcher handle it. The dis- 
patcher told me after talking to the driver and telling him that he 
wouldn’t let me have the product, he would either have to pump it 
out and bring it back or else get the money for the amount that he 
had billed it to me at, unless I posted the price which they were sug- 
gesting, which was 23.9, I believe at that time. 

Now, that might not be right, but anyway it was 5 cents spread. 
That was the spread that they were determined for me to post before 
they would give me that. So the dispatcher stated too that he could 
not appreciate the unfair advantage I was taking of him when I 
couldn’t get hold of Mr. Adkins. I told him, “I will certainly go 
along with you on that figure if Mr. Adkins had not been the first 
man that I called.” 

So I immediately called Mr. Adkins and was going to ask him to 
call the dispatcher. When I called Mr. Adkins his wife told me that 
he had gone out. That had only been about 10 minutes that had 
elapsed during that time. She said he had gone out. She didn’t know 
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if he would be back in 30 minutes, an hour or 2 hours, or how long he 
would be gone, and she didn’t know where I could get hold of him. 

The driver left without accepting any money. When I left my 
service station a few minutes later I saw Mr. Adkins at the station of 
one of my competitors, Mr. Fulmer, a short ways down the street. I 
drove in and Mr. Adkins stated to me—he was standing there talking 
to Mr. Fulmer, who was the owner of that station. And Mr. Fulmer, 
when I pulled up—I remember very well, because it was Halloween 
night—Mr. Adkins said to me—I had my kids—he said, “Have you 
been Halloweening ?” 

I said, “No.” We all called him “Pop.” That was his name. I 
said, “We have had a little party up at the station. Why didn’t you 
come up and join us?” 

It was not over four blocks from my station. 

He motioned for me to pull my car over to the side. When we pulled 
over to the side, he said, “I don’t appreciate what you just done a d 
bit,” he said. 

I said, “How did you know ?” 

He said, “Your wife just instructed me that you had gone out and 
the dispatcher told me I couldn’t get hold of you.” 

I said, “Well, I came in here. I was checking gasoline prices. I 
came in here to see Mr. Fulmer and found out that he was out and so 
I called the dispatcher to get some gas tonight if I could.” 

And then the conversation led on, and we had some pretty hot 
words with each other. However, we patted each other on the back 
before we left, and I told him, I said, “If you are doing right, all 
right. If you are not, I am sure it is coming back to you some day.” 

He continued, “You know there are a lot of deals you fellows can 
get if you do right. I'll remember that,” he said as he walked off. 

Now, the deal he was speaking about was such as hours of operation, 
painting of equipment, painting of stations, and things like that, 
which can be worked out with the company if they like your operation. 
If they don’t, they flatly refuse you, and you have no angles to come 
at them to get it. 

After the gas war was over Mr. Adkins called at my service station 
and settled with me for this 3,600 gallons of gas at exactly the price 
which I had offered the driver on the occasion when he had put the 
gas in. 

Now, I have a copy of that ticket here if you would care to see it. 
I wrote on the ticket the night when the driver left, “Would pay 
cash or certified check at competitive discount.” And it was flatly 
refused, and they asked to pump it out and bring it back, and that 
is Mr. Adkins’ signature there where he accepted the money after 
the price war was over. You can see my position in that now, but 
T own my own station, and he was trying to carry me along and keep 
the other boys in the dark so that they wouldn’t expect the same 
price without posting the price he expected. 

Mr. Roosrvetr. I think the record will show that the witness pre- 
sented for examination to the members of the committee an invoice 
to substantiate the statement which he has just made. 

Mr. Purser. On or about December 11, 1954, a gas war began 
again in Charlotte. On that date and prior thereto, regular gas 
was selling in the Central Avenue area at 31.9 cents per gallon and 
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the premium gas was 34.4 cents per gallon. This was not only true 

in the Central Avenue area but generally in this entire section. The 
only exception to this was to be found among certain Texas dealers 
who cooperated with the Texas Co. The plan was that the company 
would absorb, under a verbal agreement, three-tenths of 1 cent per 
gallon on regular gas and eight-tenths of 1 cent on premium gas, pro- 
vided the dealer would sell the regular gas at 29.9 and 32.4 for the 
premium gas. That was a 5-cent spread and it was taken away the 
day that they withdrew the temporary voluntary discount. 

Texas contacted practically every station they had and asked them 
to post this particular price that they were asking; they would give 
them three-tenths of a cent on regular and eight-tenths on premium. 
And I would say, 75 percent of the dealers did it. 

This, in effect, put the service-station operator down to a 5-cent 
spread. Not all Texas dealers were going along with this plan. 
About the first of December on North Tryon Street, a local price- 
cutting deal between two dealers began. One of these was a Texas 
dealer, John Killian’s Texas Service; the other was John Phillips, 
an Atlantic dealer. They were posting prices of 26.9 for regular gas. 
On December 11, 1954, Shell O1l Co. gave a voluntary discount to 
Andy and John’s Service and to John Wood’s Service Station, about 
2 mile down the street from where the 26.9 price was posted. I picked 
up a copy of one of these delivery tickets showing temporary volun- 
tary discount of 1.3 cents per gallon. I have a photostatic copy of 
this delivery. In my opinion, this was the beginning of the present 
destructive gas war. 

Immediately upon receiving a copy of this delivery order I made 
request upon Shell Oil Co. to give me the same price as reflected by 
the voluntary temporary discount. 

If I am taking too much time on this, don’t hesitate to tell me. 

Mr. Roosevett. You go right ahead. 

Mr. Purser. But I would like to go into that just a little bit. 

At this time I am president of the Mecklenburg Chapter of the 
North Carolina Service Station Association, and my station became a 
headquarters of information, I mean, for the oil companies. They 
were interested in knowing what the dealers were doing. So one of 
the companies came to me and told me, he said, “Shell is the only 
one that is giving a temporary voluntary discount at this time. They 
have 24 hours within which time they must withdraw those signs at 
Andy and John’s and John Wood’s, or we are going to meet it.” 

I called Mr. Adkins. My reason for going into this is that I want 
to show you that at this time it was being done by dealers, and Mr. 
Adkins told me that he was sorry, he had no control over that, 
that they were defending their position and trying to hold their 
gallonage. And I told him, “Mr. Adkins, bear in mind this can lead 
to a destructive gasoline war.” 

I said, “The boy that has been given Atlantic has assured me that 
they are not supporting John Phillips.” And Texas, as I say, was 
supporting to the tune of three-tenths on regular and eight-tenths 
on premium. 

At that time he said, “Regardless of who is doing it, the sign it out 
there,” and he said, “We are meeting it.” 

So that is where your gasoline war started, and now later on, in 
my statement here, I think you will see that when it reaches a certain 
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point and and it is the dealers that are carrying it on down, then they 
stop and say it is not a legitimate cut because it is not made by the 
oil companies. It is the dealers among themselves making it. 

Immediately upon receiving a copy of this delivery order I made 
request upon Shell Oil Co. to give me the same price as reflected by 
the voluntary temporary discount. This they refused to do, unless 
I would post a price of 28.9. This price a have taken 114 cents 
of my margin. I, therefore, refused to post this price. My conver- 
sation with reference to this voluntary temporary discount was with 
the district manager, Mr. Adkins. When the driver came out I 
bought the gas, but in giving a check, I deducted 1.1 cents per gallon, 
and gave a check for the balance, writing on the check that this was 
to cover the number of gallons which had been delivered. After 
three loads had been delivered in this fashion, the driver advised 
that he could no longer accept. a check with anything written on it, 
I had, however, maintained my position and again put a notation on 
the check. 

Now, he was having reference to my writing other than a normal 
check. I would like to tell you, at that point I had discussed that 
situation with Mr. Adkins and he had granted me the privilege of 
paying so much on account, and he said, “Just let it rock along until 
after it is over with, and we will settle it then.” 

So you see, his position in that was that if he went ahead with me, 
I didn’t say anything to any of my competitors, that he could control 
the situation. But if I told them that I was taking it off of mine, there- 
fore, it would stir up trouble among the other dealers. And he 
couldn’t tell me what to do quite as effectively as he can the boys 
that are in his leased stations. And at that time, when he refused 
to give me the support that he was giving, I pointed out: to him that 
previous to that I had been an Esso dealer and had never had such 
practices, such things to happen to me, as telling me what I should 
post my gas for. 

When they had taken my station over they had done about $1,500 
of improvements, such as concrete and painting it, and so forth. I 
ae taking it on a trial basis. I agreed, if I was dissatisfied over 
a period of a year and a half, that 1 would pay them for their im- 
provements, and they would set me free. 

Well, after a year and a half’s time had passed, I was pretty well 
sold on them, and hadn’t been in a gasoline war. 

Mr. Roosreveur. What do you mean by that, “set you free”? 

Mr. Purser. Let me loose from my contract with them. 

You see, at that time the gasoline war had made me very dis- 
satisfied with them. So I asked them to release me. I said, “I am 
not going to prorate what improvements you have made on my prop- 
erty.” I ci “T will pay you in full every bit of the improvements 
you have made on your station, if you will cancel me out, and I will 
get a supplier.” 

He said, “If you want something like that, write that in to the 
Baltimore office.” I think he thought I was bluffing. And I wrote the 
letter to Baltimore and asked to be released. I told them I would pay 
them in full for all the improvements that they had made to my 
property. 

About 3 weeks later, Mr. Adkins came out to see me, and he told 
me, he said, “Well, I have an answer on your request to be released,” 
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and he said, “They flatly refuse it; they will not release you,” and he 
said, “I woudn’t recommend such a thing to the company myself, 
because you are too good an operator.” 

Now, I am not paying any praise to myself, but that was the state- 
ment he made to me. 

It was not long before all the major oil companies seemed to be 
involved in the gas war. Prices were falling fast and changing 
almost hourly during the day. Shell Oil Co. offered to give me a 6.3 
rebate provided I would maintain a price of 23.9. I told them that I 
would take the load of gas on that basis, but with the condition that if 
I found that I could not dispose of the gas at 23.9 due to prices around 
me, that I would reserve the right to lower it. I got the gas and for 
1 day posted the price which they requested me to post. Finding that 
the gas did not move, I lowered my price to 21.9, which was the 
competitive price at that time. 

Now, the dealers had gotten into it at that time and were cutting 
the margin below what the oil companies were asking for it. 

I had been told by Mr. Arey, the sales supervisor, if I dropped 
below 23.9 that they would not give me any support whatsoever. I 
told Mr. Arey that that would be satisfactory so long as they with- 
drew the support from all the other Shell dealers. It was his reply 
that they would not do that, but that they would certainly withdraw 
it from those who did not maintain the price that they requested them 
to maintain. My answer was that I reserved the right to set my own 
price on the gasoline that I sold. In addition to this, I was no in- 
dependent station. 

Mr. Roosrvetr. He told you that you were not an independent 
station ¢ 

Mr. Purser. No, I say, in addition to that, I couldn’t post an in- 
dependent price on my station if I wanted to on my gasoline. 

On Saturday night, January 29, 1955, Mr. Adkins, district manager 
of Shell Oil Co., told me that unless the dealers posted the prices which 
they directed them to post from now on they would withdraw all 
support in the form of temporary voluntary discounts. Mr. Adkins 
stated that they reserved the right to set the retail price when they 
supported the dealer. 

There is a Shell service station just beyond Park ’n’ Shop which is 
run by Mr. Young. This is on Wilkinson Boulevard, about 3 miles 
outside the city limits. This dealer has posted a sign of 21.9. He re- 
ceived a temporary voluntary discount from Shell Oil Co. of 8.3. I 
called this to Mr. Adkins’ attention last night, February 1, and told 
him that in order to avoid discrimination, that he should give me the 
same discount. 

Mr. Adkins stated that he could not do this, because in his opinion 
the competitive gas war on Central Avenue was made up and created 
by the dealers. 

That is the point that I told you a while ago. He wouldn’t support 
me there, because he said, we had agreed. We are conniving together 
and we are going to force the price too low. So they couldn’t go along 
when it reached the point it was going to hurt them, you see. 

This was not true, because the two major oil companies were partici- 
pating in this Central Avenue war. One of them was Pure Oil Co. 
under the Kentucky plan, and the other was Atlantic stations which 
were really company owned and being operated on a purely commis- 
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sion basis. In addition to this, there was an independent station in 
the Central Avenue area, which had posted 21.9-cent signs and which 
was the same price being posted on Wilkinson Boulevard and on North 
Tryon Street. 

Now, I think you can readily see that we had 2 situations there 
that were the same, and they refused to support us because they 
thought that 2 or 3 of the dealers were conniving together to bring the 
price down, which we were not directly doing. e were trying to 
meet the company deals similar to a C station that they had on Central 
Avenue. 

When the gas prices drop sufficiently where we could sell inde- 
open operators, I sold 2 or 3 transport loads. I sold one load to Ed 

AcCoy and another load to Kale. 

Mr. Adkins, from the Shell Oil Co., criticized me severely for doing 
this. He stated that it looked to him as if all temporary discounts 
would have to be eliminated if the boys were going to sell in transport 
loads. I told Mr. Adkins that that would suit us fine just so long as 
everybody received the same price. 

Having sold the transport load on Saturday I was almost out of 
gas and ordered a load from the dispatcher for delivery on Monday 
night. 

Now, I ordered that on Sunday night to be delivered Monday morn- 
ing. The dispatcher was reluctant and stated that he had just de- 
livered a load to me on Friday. He stated further that things were 
“getting out of hand. Mr. Adkins will come out Monday. We will 
have to work out something.” 

On Monday Mr. Adkins came out and I asked him for some gas. 

Mr. Adkins said, “Things are getting out of hand. We’ll send you 
one more load but from now on we'll do the best we can. If you sell 
transports you may be out of gas.” Then he added this statement 
which he refused to explain, “You are defeating the purpose of the 
gasoline war.” 

On another occasion during the second gas war I dropped my price 
of gas 2 cents below any Shell competitor. Mr. Arey of the Shell 
Oil Co. came out and told me, “If you want us to support you you'll 
have to post a price of 23.9. I said I was doing better than that. 
I was posting 21.9. I was told by Mr. Arey, “That won’t do. Get 
back to 23.9 or we'll take away all temporary discount allowances.” 

Throughout the gas war the temporary discount allowance was 
used as a stick held over our heads to make us do the bidding for the 
oil companies. 

The gas war came suddenly to an end on February 15, 1955, and since 
then there has been no interference from the Shell Oil Co. with the 
prices which I have posted and at which I am selling gas. 

Thank you, gentlemen. 

There was one thing that I left out here, I mean, that I would 
like to give you a little information on. He did tell me the reason 
for ending the gasoline price war was, we were using unethical means 
of disposing of our gasoline. The unethical means he called was sell- 
ing transport loads to independents, and I told him, I said, “It may be 
unethical for you, but it is quite ethical for me. And the situation was 
created by you and the other companies.” 

I think I could explain to you immediately where it wasn’t unethical 
for us. A transport would pul] in there with pumping facilities to 
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drop it in the ground and suck it right out of our tanks, meter the 
gas as it went on the truck, give us a check for the whole load of gas, 
and I had about $200 profit left on a load of gas, and it was about a 
35-hour operation getting it out. 

Now, it may be unethical for the company, but it wasn’t for me, 
and it 1s quite natural, I am looking out for J. R. Purser when I am 
in business for myself. 

So instead of charging half of that gas—— 

Mr. Roose¥eur. Mr. Purser, I might point out to you that the oil 
companies could say exactly the same thing. They are looking after 
their own interests. 

Mr. Purser. Well, they put us in a very bad position there. Instead 
of sweeping out 1,000 cars and cleaning 1,000 windshields in dispens- 
ing 5,000 gallons of gasoline—and that would involve about a 2 weeks’ 
salary for a man, which would eat up the profit on our gasoline, and 
you would be flat broke—so—— 

Mr. Rooseverr. Yes. 

Mr. Purser. So when they put you in that position, you have got 
to defend the ground you nan on if it lies within your power. 

Mr. RoosEvetr. Well, Mr. Purser, I don’t intend to go into the ethics 
of your operation, but certainly when you became a Shell dealer, I 
don’t believe that it was contemplated that you would go into the 
wholesale distribution of gas to other retail outlets. That was not the 
point of your operation, was it ¢ 

Mr. Purser. No, sir. And if wasn’t contemplated that they would 
sell me gas at the price I could do that. I will, if they will wer me on 
that base. I will sell it to that type and enjoy it. I like the wholesale 
business, 

Mr. Rooseve.t. I would just like to elaborate a little bit on your 
last paragraph here, “The gas war came suddenly to an end.” 

How does a gas war come to an end ¢ 

Mr. Purser. The oil companies withdraw all voluntary discounts. 
On about the 13th Sinclair and Cities Service notified all their dealers 
that effective that night all TVA would be withdrawn, to fill up and 
get ready to go back to the normal price. On Tuesday 

Mr. Roosrvetr. Now, who sets the normal price at that time? 

Mr. Purser. Well, they withdraw all temporary voluntary allow- 
ance, which was an 8 349 cents a gallon then. 

Mr. Roosrveit. And then where did it go back? 

Mr. Purser. Well, it was quite natural that it will go back to the 
regular price. And we would take our meee margin back and we 
would up our pumps to what they were. And they would start post- 
ing at the terminal the regular price and take away the temporary 
voluntary allowance. p 

You see, if you would look at this ticket, they bill this gas to me all 
through here, at this price. You see, this TVA here stands for “tem- 
porary voluntary allowance,” which amounted on that load of gas 
to $233.73. The end of the gas war comes with the end of the tem- 
porary voluntary allowance ; they quit allowing deals—that temporary 
voluntary allowance. sh . 

The statement that you made a while ago, in my opinion, will cure 
the situation if they have to give it. They can’t pinpoint it. They give 
it to an area, and they can’t make it a 1-mile area; they can’t cut it 
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up in trading areas to 1 mile or 2 miles or what have you, because this 
business is on wheels; it rolls. 

Mr. Roosrveur. Now, Mr. Purser, in other words, when all of the 
subsidies were withdrawn, the price at all the stations went back to the 
tank price plus the 5.3 allowance; is that correct? 

Mr. Purser. Plus the 5.3, and whatever we had given off ourselves. 
Our price went back immediately to, I would say, in the beginning 
of this, 29.9 and 32.4. That is a pretty good picture of what it is. It 
might vary three-tenths or four-tenths or something like that over the 
entire city, but it wouldn’t be much from that. 

Mr. Roosrverr. Let me ask you one question. You have off-brand 
dealers in the area? 

Mr. Purser. Yes, sir. 

Mr. Roosgveit. What happens to their prices when yours go back? 

Mr. Purser. They come within about 3 cents of us, and I think the 
oil companies’ C station is one reason that they don’t come on up. 
They would probably come within 2 cents of us if the oil company 
didn’t have their C stations posted about 1 cent under us. So in order 
to take 2 cents under the C station, they have to stay about 3 cents 
under an operation such as mine. 

I think that the thing that you mentioned a while ago is definitely— 
that is my feeble mind. I don’t have the solution for it. I present 
it to you men and hope that you do have something. But I think 
that that is a very good solution, to give the temporary voluntary 
allowance over an entire area, instead of pinpointing it, and I must 
say that Esso Standard Oil Co. in our area—I am only speaking of 
our area—does that, and says they are in violation of laws if they 
don’t give it to all stations in a given area when they give it to any 
one. In other words, this thing went along without Esso going into 
it at all, and when Esso went into it—the Satawba River is about 12 
miles east of Charlotte—they started 12 miles east of Charlotte and 
came all the way across Charlotte giving a temporary voluntary allow- 
ance to all dealers. So you can see, then, where the fellows had to do 
it. They didn’t kid me when they said they would take it away from 
me if I didn’t post the price they wanted me to, because I knew if 
they put me in it to get the gallonage, they certainly can’t leave me 
out in the cold when all their other dealers have that price. 

But they can get a lot of dealers to do that, and get them to go along 
with them. 

Mr. Roosrvert. Mr. Sheehan? 

Mr. SuHeenan. Mr. Purser, you state something about giving this 
allowance in a given area. What size area are you talking about? 

Mr. Porser. I think that should be determined by the oil companies. 
They start that rolling and let them determine the area. Wherever 
a man wants it, I say he would be entitled to it. And that is the reason 
I say the business is on wheels. I think it would suddenly cover the 
whole United States. I don’t see how it could stop. You have too 
many stations. 

Mr. Sueenan. If there were universal allowances, everyone would 
get the same treatment. 

Mr. Purser. I think so, because you haven’t got any lace—can you 
think of any section of the country where you won’t have a station 
within a mile of another one? 
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Mr. Sueenan. Then in reality you are saying there should be no 
allowance because if everybody gets the allowance there would be no 
allowance for anybody. 

Mr. Purser. Then that would just reduce the price of gasoline. Let 
them reduce it. If they have that kind of margin, let them go on and 


put it over the entire country. I wouldn’t say there was a stopping 
point for it. 


What is your answer, Mr. Snow ? 

Mr. Roosevetr. No. You are testifying before the committee. You 
are not bringing in Mr. Snow at this point. Mr. Snow I think will 
testify later. 

Mr. SHeeHan. What margin do you operate on in Charlotte, per 

allon ? 

; Mr. Porser. Without rent ? 

Mr. SHeenan. What is that? . 

Mr. Purser. Without rent? You know, there is rent on practically 
all the stations. You want to know the gross profit? 

Mr. Surenan. I mean the gross profit. 

Mr. Purser. It is roughly 614 cents. 

Mr. Sueenan. Is it not true that a good, efficient operator could 
operate profitably on less than 614 cents? 

Mr. Purser. That being the case, I am not a good, efficient opera- 
tor, and I have been at it for 10 years. I don’t think so. 

Mr. Surenan. In other words, you assume, then, you are at the 
peak efficiency, and you cannot operate at less than 614 cents? 

Mr. Purser. I would say that with what the oil companies want to 
get, and to pay a man a livable salary, you have to have 6 or better. 
Now, I can say that you have so many different types of operations 
in the service station business. You have people that are paying no 
rent. You have some that are paying high rent. You have some that 
have an unlivable salary. You have others that are paying good, 
efficient help. I would say to give good, efficient service and to have 
the type of operation that the motoring public wants, you have to 
have around 6 cents or better. 

Mr. SHeenan. As president of your dealers’ association there, to 
your knowledge do any of the dealers themselves start price wars by 
cutting between themselves? 

Mr. Purser. It can happen—— 

Mr. SHEEHAN. Does it happen? 

Mr. Purser. I don’t think so. I don’t think that it has been started 
and carried to any degree at all without the support of the major oil 
companies. 

Mr. Sueenan. In your testimony you stated, if I remember cor- 
rectly, that the gentlemen you were doing business with said that they 
were cutting these prices or giving these allowances to meet some of 
the dealer price cuttings. Was that a fact or not? 

Mr. Purser. That statement is made by the oil companies for one 
reason only, in my opinion 

Mr. Surenan. I mean, is it a fact, or are they just making the 
statement ? 

Mr. Purser. I think they are making a statement. I don’t think 
it is a fact. I don’t think dealers can—well, since we had this situa- 
tion in Charlotte, we have had about 2 weeks now, 2 dealers on the 
outskirts right where the other one started before, and we have had 








352 DISTRIBUTION PROBLEMS 


them out there now for about 2 weeks trying to start one. And with- 
out the support of the oil companies, they can’t. So they are just sit- 
ting out there cutting their own throats. And it isnot spreading. It 
won’t spread without the support of the oil companies. 

Mr. SuHeenan. That is what I wanted. 

That is all, Mr. Chairman. 

_ Mr. Rooseverr. Mr. Purser, I would like to ask you one other ques- 
tion. It seems a slightly odd situation where you own the property, 
you then lease it to the Shell Co., who in turn leases it book to you, 
so that they are leasing you your own property. Is that wholly be- 
cause of the improvements which they put into the station as the result 
of the lease? 

Mr. Purser. That is right. That comes right back to the gentle- 
man who was just before me, that they like to control the leases for a 
period of time and have assurance of staying there. You see, I own 
the property and I wanted some improvements made. And I don’t 
mind telling you for that kind of money it looked pretty good to me, 
and I had never experienced it before. And they would spend be- 
tween $1,500 and $2,000 on my station. So I made it. 

Mr. Roosevett. The leases are concurrent? In other words, does 
your lease to the Shell Oil Co. have exactly the same period of time 
as their lease to you? 

Mr. Purser. Yes, sir. 

Mr. Roosevert. And does it also have the same cancellation clause? 
In other words, if they canceled your lease, does their lease become 
cancelable by you? 

Mr. Purser. No, sir. I can’t cancel in anyway. When they spent 
that money there they tied me up for 10 years. 

Mr. Roosrvetr. I see. One last question, which I am going to ask 
Mr. Sheehan in a second here. 

I would, Mr. Sheehan, like to propose that the committee instruct 
our counsel to ask the Atlantic Oil Co. to furnish the committee such 
information as will give us a clear picture of the so-called commission 
station which the witness has testified is in operation in this area. 

Do you have any questions, Mr. Arnold? 

Mr. Arnon. I was just interested in one thing, in how this price war 
suddenly stopped. As I understand, there were quite a few major oil 
companies who were giving this TVA. 

Mr. Purser. All of them. 

Mr. Arnoup. How do they simultaneously withdraw this allowance ! 
How do they all on 1 day suddenly come up and not grant that allow- 
ance? Do you have any idea at all? 

Mr. Purser. Well, I would like to say it is a roundtable discussion, 
but I have no proof of that. I will say this much, and you can weigh 
it and make your own opinion. I would say that the gasoline war 
that was going on at the time, in October, this gasoline price war 
here, there were signs of price cutting starting between the dealers, 
which the oil companies hate to see. I mean, they want to operate the 
price war themselves on the level they want it to. They don’t want 
it to go below a certain level, and they want it to come to that certain 
level. 

Now, what their points are, I don’t know. But anyway, I stated 
to Mr. Adkins about the time of this ticket that if the thing didn’t 
end that the dealers were getting pretty well fed up with it, and they 
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were getting in there and cutting the price up some themselves, and 
some dealers were going to be hurt. And he stated to me that he could 
not go to any of the oil companies and say anything to them about 
it, because that was strictly unlawful. 

Mr. Byram back here is a Gulf dealer and will have a statement later 
on, but someway within 2 hours’ time, Mr. Collier, with the Gulf 
Oil Co., pulled into his station and asked him and said, “Byram, why 
don’t you pull that sign in?” 

He was 2 cents too low. He said, “Why don’t you pull that sign 
in? It is going toend.” He said, “I have already talked to some of 
the boys,” and he said, “It is going to end within 24 hours.” 

So piecing all those things together, I must say that in my mind 
there is discussion between the oil companies that says when to end 
them and to get them over with. 

Bear in mind, I have nothing constructive on that. He asked me, 
and I told him to the best of my knowledge. 

Mr. Rooseveur. Mr. MacIntyre? 

Mr. MacIntyre. No questions. 

wr. Roosevett. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Roosrverr. Thank you very much, Mr. Purser. We appreci- 
ate your coming and we appreciate your frank testimony. 

Mr. Purser. It was a pleasure. 

Mr. Roosevetr. The next witness this morning is Mr. 

Mr. Purser. Those C stations are Shell, and not Atlantic. Now, 
there is Atlantic, too, but the majority of the C stations in Charlotte 
are Shell. 

Mr. Roosrvetr. Wait a minute, Mr. Purser, before we excuse you. 
I think your testimony reads on page 5 that— 





One of them was Pure Oil Co. under the Kentucky plan and the other was 
Atlantic stations, which were really company-owned and being operated on a 
purely commission basis. 

Mr. Purser. But they don’t call that station a C station, the one 
that I was speaking of. Now, the Shell is the one that calls their 
station C stations. 

Mr. Rptenrmne. And this Atlantic station is a company-operated 
station 

Mr. Purser. It was a company-operated station. Now, the oil 
companies have two different reasons. The reason that they give for 
having C stations is that they can’t find men with the money that 
will take them over and operate them. And that is the way they get 
them started in business. 

Mr. Roosgevert. I am trying to make clear the difference in your 
mind between a C station and this Atlantic station, which, as I now 
understand you to say, is not a C station but is a company-operated 
station. 

Mr. Purser. This is a commission station, but the thing that I 
was having reference to was, you asked Mr. Arnold to check with 
the Atlantic Co. on the C stations, and I think you will find that 
Shell are the people that you wanted. 

Mr. Roosrvett. We will check with Shell, too. But in order to be 
absolutely certain of your testimony, in the Atlantic station, the people 
who work in it are not company employees? It is operated on a 
commission basis? 
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a Purser. I am positive that is right. Floyd, do you know about 
that $ 

Mr. Roosrvetr. No. Wait a minute. 

Mr. Purser. Well, he is right beside the fellow. 

Mr. Roosrvetr. I know. But the committee will have to ask him. 
If you want to suggest that we ask him you may. 

Mr. Purser. I suggest, then, that you ask him. 

Mr. Rooseverr. All right, Mr. Purser. Thank you very much. 
You are excused. 

Mr. Purser. Yes, sir. 

Mr. Roosrvett. The next witness is Mr. Thompson. 

Mr. Thompson, will you raise your right hand, please. Do you 
solemnly swear that the testimony you are about to give before this 
committee is the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 

Mr. Tuompson. I do. 


TESTIMONY OF JOHN THOMPSON, CHARLOTTE, N. C. 


Mr. Roosrve.t. Mr. Thompson, would you go ahead with your pre- 
pared statement, and first identify yourself for the reporter, please. 
Mr. THompson. My name is John Thompson. I am one of the 
artners of Andy & John’s Service Station, located at East 36th 
Street and North Tryon Street, Charlotte, N.C. We sell Shell gaso- 
line. We have been doing business at this address for approximately 
3 years. When we took a lease on this station on March 10, 1952, 
there was a large pedestal sign with flourescent light and a plastic 
shell, situated on the corner of the property in front. Approximately 
3 months later Mr. Haseley, area salesman of Shell Oil Co., came by 
and said, “I have some bad news for you boys. You’re going to have 
to buy that sign for $1,445.” He pointed to the sign on the corner of 
the lot. We objected that this was not in the deal, but we were told 
that if we didn’t buy it they would have to get another operator. 

We did not agree then, but stalled and said we would think about 
it. The pressure continued, and for fear that we would be canceled 
out, we reluctantly agreed to buy the sign. We signed a contract 
to pay for this at the rate of $24.03 per month over a period of 5 years. 
A short time after this they came back and said, “We forgot to charge 
you the sales tax.” They added another $37 to the amount of the bill. 
We paid these monthly payments for about a year, at which time we 
changed the payment plan and agreed that they might charge us one- 
fourth of a cent extra on each gallon and apply the amount to the sign. 
We have it paid down to about $100 now. 

A little later during the first year Mr. Lester Haseley again came 
by and stated that we must stock up heavily on Shell-zone, an anti- 
freeze made by Shell Oil Co. The amount suggested by Mr. Haseley 
for our order, which we were required to pay for, was so large that 
we objected to it. 

Mr. Roosrveur, Could I interrupt you there? Is Mr. Haseley a 
salesman for the Shell Co., or what position does he hold ? 

Mr. THomeson. Yes; salesman, area salesman. They stated that 
we should have at least 400 gallons. This seemed like too much to 
us, and we still objected. We were then assured by Mr. Haseley that 
if we should not use all of this during the winter, that the company 
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would be glad to take the unused stock back and refund our money. 

On this representation we took the 400 gallons of Shell-zone. At the 
end of the winter season we had 18 cases left, which was 108 gallons. 
We offered these to the Shell Oil Co. for credit. We were told that 
it would be necessary to get an O. K. from Baltimore. About a week 
later we were told that Baltimore would take this Shell-zone back 
on one condition only, and that condition was that we would get rid 
of every other line of oil except the Shell oil and cease handling any- 
thing but Shell products in this line exclusively. This we refused 
to do and Shell Oil Co. refused to take back the Shell-zone as they 
had agreed to do. 

Now, about the price war: On December 11, 1952, a service-station 
operator by the name of Woods, who is directly across the street from 
me, and operates a Shell station, cut his price to 28.9. I called Shell 
Oil Co. and talked to one of the sales representatives there, and was 
udvised by them that my competitor was receiving a 1.3 temporary 
disecunt allowance, and that they would give the same to me, and 
that a man was on the way out there with signs to erect. 

With the exception of two dealers who were apparently having a 
private war approximately a mile further north, there was no price 
cutting going on at the time this price cut was inaugurated by the 
Shell Oil Co., excepting, of course, the Texas stations, wh> were 
following along with the Texas plan to cut the price to 29.9 and 32.4 
in exchange for a temporary discount of 0.3 of 1 cent and 0.8 of 
1 cent, respectively. 

Mr. Roosrverr. Could I interrupt you there for a half minute? 
What is the so-called Texas plan? We have had that referred to 
several times now. 

Mr. THomrson. Well, it was a plan they had in operation there in 
Charlotte at that time. They were giving three-tenths of a cent there 
to get the price down to 29.9. 

Mr. Arnotp. How long had that Texas plan been in effect ? 

Mr. Tuompson. I don’t know right off the bat. About 6 or 8 
months, I guess, or maybe longer than that. 

Mr. Roosrevett. In other words, the reason I am inverested in it is 
that this would indicate to me, at least, that the Texas Co. was not 
cooperating or coordinating with the other oil companies in setting 
an agreed-upon price at the retail level. 

Mr. Tuompson. No. I think that is a bad word there. I think it 
should have been “the Texas policy at the time in Charlotte.” 

Mr. Roosrvetr. In other words, you think that this was a local 
policy in Charlotte? 

Mr. TuHompson. Yes, sir. 

Mr. Roosevetr. I see. Thank you. 

Mr. Tuomrson. The Shell Oil Co. had put me on the same kind of 
deal that Texas was on prior to this. A few weeks before that, they 
put me on the same deal. That is, three-tenths of a cent. But on 
this particular date we got an additional discount of 1 cent making 
our total discount 1.3 on regular gas. Our nearest competitor at that 
time was 26.9. That is about a mile up the road from me, outside of 
town. We didn’t consider them competition. I was told repeatedly 
during the gas war by Toy Lathan—he is a salesman that succeeded 

er Haseley—by Burt Arey—he is a sales supervisor—and by the 
district. manager of Shell Oil Co., Mr. Adkins, that they would guar- 
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antee me a 5-cent spread and enable me to meet competition at any 
time. This statement was not redeemed by the Shell Oil officials and 
representatives. To illustrate, when I reduced my oy of regular gas 
to 22.9 in order to meet competition, I was told by Burt Arey that 
unless I put my price back up to 23.9, that they would take away all 
of my temporary discount. I was told further that the reason for their 
position was that the competition which I was trying to meet was not 
what they considered legitimate competition. The only competition 
they considered legitimate was that which was produced by the oil 
companies themselves and not by the dealers among themselves. 

When I resisted the right to set a price on the gas I was selling and 
told them I reserved the right to sell gas at whatever price I thought 
best, I was told that when they gave me temporary discount and allow- 
ances that they reserved the right to set the price at which such gas 
was sold. I was told further that when I went below the price that 
they named, that I would not be entitled to receive temporary discount 
allowances. I then asked them why they supported James R. Purser 
with a 6.3-cents temporary allowance and, when as a matter of fact, 
lhe was selling the gas at 21.9. I was told that that was true, but when 
their gas went back up that I would be able to fill up my tank at the 
lowest price, but Purser would have to pay the new and the high top 
price. That is, they would not let Mr. Purser know when it was time 
to fill up. 

One day before the gas war stopped I called Toy Lathan, successor 
to Lester Haseley, and asked him if there was anything new in the 
price forecast. I did this because I was receiving information and 
rumors that the gas war was ending the next day. I was told by Mr. 
Lathan that there was no change. I asked specifically if I could get 
a refill of my tank the next day at the same price and was told that 
lcould. On the strength of this, I sold a tankload of gas. 

I immediately ordered 10,000 gallons of gas to be delivered the next 
day. When the truck came, they would not deliver me more than 
5,000 gallons because, as Mr. Adkins, district manager, said, I had 
used unethical methods. When I asked what the unethical methods 
were, he stated that I had sold a tank of gas to an independent oper- 
ator. Mr. Adkins added that he could not keep his previous promise 
to me because I had sold an independent operator a tank of gas. 

Mr. Adkins was referring to a promise he made to me while the gas 
war was on. He called at my station and insisted that I must reduce 
the price 4 cents. That was when the price was going down. I think 
it was about 28.9. 

I refused, stating that I could not stand the loss. He stated to me 
that it would not be a loss and assured me that when the gas war was 
ended, my tank would be filled up at the low price and I could catch 
up by selling this low-price gas at the high price. At the time he did 
this I had sdet 5,400 gallons in the ground, and the loss would have 
been approximately $261 if I cut it 4 cents. 

‘ ae the strength of this I cut my price 4 cents as directed by Mr. 
Adkins. 

My loss in not getting my tank filled and getting only 5,000 gallons 
instead of 10,000 gallons was $425.79. I was actually short, 5,130 gal- 
lons and this would have been my profit on that many gallons, over the 
profit I would have received had my tank been filled. 
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Burt Arey, sales eeporesnen for Shell Oil Co., also explained the 
company’s refusal to fill my tank by saying that I had used unethical 
methods in disposing of gas. His explanation of the term “unethical 
practices” was that I had sold tank loads to an independent operator. 

Thank you. 

Mr. Roosgevett. ‘Thank you, Mr. Thompson. 

I would simply like to ask you in reference to your testimony, do 
you really disagree with the position of the Shell nenive that 
for a retail operator to go into the wholesale distribution of gas to 
competitive retail outlets is somewhat out of line with the theory ! 

Mr. Tompson. I think I would be a bad businessman if I didn’t 
take advantage of it, like Mr. Purser there. I like the wholesale busi- 
ness when I can buy it cheap enough to sell it wholesale. 

Mr. Roosrevetr. Do you think it is reasonable to expect that your 
supplier who was in the wholesale business should be expected to 
maintain a contract with you on a retail basis when you are in the 
wholesale business ? 

Mr. THompson. Apparently they start a price war to sell gallons, 
and that is what I sold. I was really letting it go, a tank load at a 
time. 

Mr. Rooseveitt. Mr. Sheehan ? 

Mr. Sueenan. Didn’t you help to foster the price war, then, by 
doing that, because whoever you sold it to got an advantage over some- 
one else and was able to sell cheaper ? 

Mr. Tuompson. No. I think I helped bring it to a halt a lot quicker. 
If we had rocked along with them it might have still been going. 

Mr. Sueenan. Do you think it could get much tougher and much 
rougher; is that it? 

Mr. THompson. Yes, sir. 

Mr. SuHeenan. So you helped it? 

Mr. Tuompson. No. I helped to bring it to an end. 

Mr. Sueenan. All right. That is all. 

Mr. Roosrvettr. Mr. Arnold? 

Mr. Arnon. On this selling gasoline to other independents, if you 
kept that gasoline in your tanks and sold it right through your sta- 
tion, where would you get the most profit? Selling it through your 
own pumps or from selling it to other independents ? 

Mr. THompson. Selling it to other independents. I wouldn’t have 
the labor consideration there and services to render. 

Mr. Arnoxp. Couldn’t these other independents get their oil or their 
gas wholesale directly from the majors, instead of buying it from 
your station ? 


_ Mr. Txompson. I think a lot of them would have trouble getting 
it at that price. 

Mr. Arnotp. They could not get it from the wholesalers of the 
major wholesale companies as cheaply as they could get it through 
your station ? 

Mr. Trompson. They could probably get enough from them to sup- 
ply their stations in Charlotte, but a lot of these independents were 
hauling it to stations which they had outside the Charlotte area, which 
were not affected OY the price war. 


Mr. Arnotp. What sort of independents were these? Offbrand inde- 
pendents ? 
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Mr. THompson. The fellow I was selling it to has about 28 stations, 
The McCoy. 

Mr. Arnoxp. Does he advertise an offbrand grade ? 

Mr. THompson. No. He calls it the “Real McCoy.” 

Mr. Arnotp. The “Real McCoy.” You state at page 3 of your state- 
ment that you were told by Mr. Arey that unless you put your price 
back up to 23.9, they would discontinue your temporary allowance ? 

Mr. Tuompeson. That is right. 

Mr. Arnotp. And I am a little bit confused in my own mind, because 
on page 4 you state that they insisted that you lower your price and 
that you refused to lower your price. 

Mr. THompson. When I refused, the price in that area then was 
28.9, and they wanted me to go to 24.9. Well, I went to 24.9 and 
stayed there a few days, and this Shell station across the street from 
me cut to 23.9. And Shell wouldn’t support me to meet them, so I cut 
to 23.9. So then they called up and offered to support me 23.9, and 
they would support me or else they would take away everything from 
me. 

Mr. Rooseverr. Mr. ‘Thompson, I want to emphasize one thing again 
because I think it is important for you and your association and every- 
body that belongs to it. The practices that you complain about as 
far as your supplier is concerned are of legitimate interest to this com- 
mittee, but I doubt very much whether this committee is going to feel 
very sympathetic to those who come before this committee and in turn, 
for their benefit, are doing things which, at least as far as I have been 
able to find out so far, are equally unethical. There is such a thing as 
coming into court with clean hands. And the practice of a retailer 
going into the wholesale business simply because it justifies helping him 
stay in business, in other words, breaking faith and agreements, puts 
you in exactly the same position of the people you are coming in to 
complain about. 

Mr. Tuompson. I thought I would be violating the law if I refused 
to sell the man, if he pulled up to the tank and says, “Fill her up.” If 
I’ve got the gas, I am supposed to sell it to him. 

Mr. Rooseveur. To someone who you know is not a retail user of 
gasoline? Doesn’t your contract call for retail distribution ? 

Mr. Tompson. I don’t think so. I am not too familiar with it. 

Mr. Roosevetr. In other words, it is in your contract, as you under- 
stood it, that you could sell your gasoline received by you to anybody? 

Mr. TuHomeson. They told me that all during this price war, when 
I asked them, and I called them and asked them about selling tank 
loads. And they said, “Well, when we dump the gasoline in the 
ground, it is yours.” And we pay them for it when they dump it. 
They said, “It is yours. Do what you please with it.” 

Mr. Roosrverr. Under those circumstances, that puts a somewhat 
different light on it. But I would certainly think that it would be a 
strange agreement where a retail outlet was expected to go into the 
wholesale business, the same business that his supplier was in under 
normal circumstances. 

Mr. Tompson. I think at the time the lease was drawn, they never 
thought anything like this would come up. I think they just over- 
looked that. That is the reason they did not mention us ever whole- 
saling. They didn’t think we would ever have a chance. 
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Mr. Sueenan. Will you yield, Mr. Chairman ? 
Mr. Roosrverr. Yes, Mr. Sheehan. 

Mr. Sueenan. Mr. Thompson, in your testimony here on page 4, 
you state that the gentleman from the oil company told you your con- 
duct was unethical in reselling tank loads of gasoline. 

Mr. THompson. After the war wasover. That was when he told me. 

Mr. SueeHan. No. He told you before the war was over, because 
he did not deliver you the gas on the final day, you say here. 

Mr. 'THompson. On the final day ; that is right. 

Mr. Sueenan. Therefore, you are now putting that gentleman in 
the untenable position of stating that he said you could do whatever 
you wanted with the gas, and now you state that he said you couldn’t 
do it. 

Mr. Tuompson. He did. The same guy told me that. The day 
before I called him up about 5: 30, the afternoon before the price war 
ended the next morning, and he told me that. 

Mr. Rooseverr. I think the interesting part of this is that you state 
that another prospective retailer was unable to buy gas at a whole- 
sale price less than your retail price would have been in your particu- 
lar area. Am I correct in that 

Mr. Tuompeson. I didn’t quite follow you there. 

Mr. Roosreverr. In other words, you were able to sell as a whole- 
saler gasoline at a price which actually was your retail price, and he 
was unable to get a better price than your retail price in this area? 

Mr. Tompson. I don’t know exactly what the situation was, but 
I know that he was hauling it out of town, that he has stations out of 
town. 

Mr. Roosreverr. He was hauling it outside of your area ? 

Mr. Tompson. And I just imagine that he couldn’t get enough 
supply except for the stations there in Charlotte that were affected. 

Mr: Roosrvetr. Mr. MacIntyre? 

Mr. MacIntyre. I would like to ask a question if I may? 

As to this gasoline which you resold, when it was carried to stations 
out of your area, was it then placed on the market so that the major 


oil companies had difficulty meeting the prices there, or do you know 
about that? 


Mr. Tuompson. I don’t know, sir. 

Mr. MacInryre. You don’t know of any situation where, when 
the gasoline was resold in that way, it caused difficulty for major oil 
companies in meeting prices in other areas? 

Mr. Tuompson. I don’t know exactly where my gas went. He has 
got so many stations. 

Mr. MacIntyre. The resale of it, though, would have made it more 
difficult for the major oil companies to confine a price situation to a 


particular area such as in and around your particular station; is that 
correct ? 


Mr. Tuompson. Yes. 

Mr. Roosevett. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Roosevett. Thank you very much, Mr. Thompson. We appre- 
Gate your coming, and I think that is all for you tod 


ay. 
Our next witness will be Mr. Floyd Byram, of Charlotte, N.C., a 
Gulf dealer. ; 
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Mr. Byram, would you raise your right hand, please. Do you sol- 
emnly swear that the testimony you are about to give before this 
committee is the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Byram. I do, sir. 

Mr. Roosevett. Thank you. 


TESTIMONY OF FLOYD BYRAM, CHARLOTTE, N. C. 


Mr. Byram. Mr. Chairman and members of the committee, I am 
Floyd Byram. I run a Gulf service station in Charlotte, N. C. 

Mr. Roosevert. Mr. Byram, if you would care to be seated and 
make yourself comfortable, we will be happy to have you do so. 

Mr. Byram. Thank you. 

I operate a service station known as Byram’s Tire Service at 1600 
Central Avenue, at the corner of Thomas Avenue, in Charlotte, N. C. 
I lease my service station from the Gulf Oil Co. and purchase all 
petroleum products from that company. 

On or about Friday, January 28, 1955, Mr. W. A. Collier and Mr. 
Randy Timmerman, representatives of the Gulf Oil Corp., came 
to my station and told me that if Pete Bernard, another Gulf dealer, 
and I would get together, they would give us rebates on the whole price 
of gasoline sold, provided the price on regular gasoline did not go any 
lower than 23.9 cents per gallon. On that date, local competition did 
not require me to go any lower than 24.9 cents, however, on Saturday, 
January 29, 1955, the general price level in the Central Avenue area 
had gone 23.9 cents. I posted that price accordingly and I have made 
subsequent reductions to the point that I am now selling regular gaso- 
line at 21.9 cents. 

The representatives of the Gulf Oil Corp. have not at anytime told 
me that I had to abide by the retail price which they set; however, 
their guaranty of a 5-cent profit margin was in effect setting my price. 

On the morning of February 2, 1955, I was selling regular gasoline 
at 21.9 cents per gallon, and in accordance with the agreement which 
I had with Gulf Oil Corp., they were giving me a rebate of 6.3 cents 
per gallon. I learned from associates in the service station business 
that the Gulf Oil Corp. was giving a rebate of 8.3 cents per gallon to 
Gulf dealers on Wilkinson Boulevard, several miles away from my 
station. I called Mr. Collier and asked for a similar support, and I 
was advised that the company could not give me that big a rebate. 
Later Gulf started giving a rebate of 8,3 cents per gallon to all dealers. 

About 2 weeks prior to the end of the gas war I leased a Sinclair 
service station at 2020 Commonwealth Avenue, Charlotte, N. C.; I 
operated this station in addition to the Gulf service station at 1600 
Central Avenue. 

I had agreed to sell an independent operator 6,000 gallons of gas— 
3,000 from the Sinclair station and 3,000 from my Gulf station. The 
truck of the independent operator was filling up at the Sinclair station 
when I had a telephone call from Mr. Dilks. Mr. Dilks is assistant 
to the district manager of Sinclair Refining Co. in the Charlotte area. 
Mr. Dilks stated that there was a transport truck in the driveway of 
my Sinclair station at 2020 Commonwealth Avenue, which was load- 
ing gasoline. I said, “Yes, I understood you wanted to sell all the gas 
you could and I am doing the best I can to sell it.” 
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Mr. Dilks said, “Do you want me to lose my job? If not, get that 
transport truck out of your driveway at once.” 

Being new in the Sinclair line, I obeyed his command and phoned 
the station operator to cease putting gas in the transport truck. _ 

Mr. Roosevetr. Mr. Byram, I appreciate your testimony and its 
frankness, and very frankly, it makes clear to me that Mr. Thompson’s 
previous testimony, which I believe you heard, that there was no ob- 
jection by the companies to the sale of gasoline delivered to a retail 
outlet for wholesale purposes—— 

Mr. Byram. Now, this was not wholesale purposes. This transport 
truck was sold at our posted service station. This gas was hauled to 
other places, I don’t know where, but they an agreement with these 
independent jobbers at a certain price, and they could buy it in Char- 
lotte cheaper than they could at the guaranteed price to the jobbers. 
We got our posted price for every gallon of gasoline that went through 
these transports. 

Mr. Roosrvetr. Yes, I agree with that. But you did not know the 
price at which this 6,000 gallons of gasoline would be sold, did you? 

Mr. Byram. I did not. 

Mr. Roosevetr. In other words, you were supplying another inde- 
pendent operator in competition with your supplier ? 

Mr. Byram. Not in the Charlotte area, no. Where it went, I don’t 
know. It didn’t go in the Charlotte area. 

Mr. Roosrvett. Nevertheless, in competition, very probably with 
that company; is that true? 

Mr. Byram. That is true; yes. 

Mr. Rooseve.t. And it must be clear to you that the company ob- 
jects to this practice, beyond any question, from your testimony. Now, 
I would be much interested in knowing the terms of your lease under 
which you operate, your contract, in other words, with both Sinclair 
and with Gulf, to see whether or not there are any agreements, that 
you will sell directly to the users of the gasoline. 

Mr. Byram. Well, I don’t think—I am sure it doesn’t say that. 

Mr. Roosevetr. Either directly or indirectly ¢ 

Mr. Byram. No, sir; 19.9 at the lowest point was my resale price. 
That is exactly what I got for my transport load. 

Mr. Roosrvett. In other words, it is your opinion that under your 
contract, you are free to sell in any quantities to anybody who cares 
to drive up and take gasoline from your station, whether you pump 
it or they take it out ? 

_ Mr. Byram. Absolutely. When I buy a transport load of gasoline, 
itis my gas. I can do what I want to do with it. 

Mr. Roosevetr. Mr. Sheehan? 

Mr. Surenan. Granting that you have the right to do what you 
want with it, aren’t you jeopardizing your fellow station operators in 
other areas, because we find that testimony here has proven that the 
major oil companies use as a reason or an excuse for special discounts 
the fact that they have to meet competitive prices in other areas, so 
that if, for instance, outside of Charlotte, they are able to buy your 
gas for 21 cents and sell it for 25 cents, whereas in this other area 29 
cents is the standard price, then every major oil company has an ex- 
cuse to start a price war in another area ? 

_ Mr. Byram. Well, I don’t think they expect to start one and get 
down the price as low as it was at Charlotte. 
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Mr. Suzenan. But they still have the excuse to start a price war? 

Mr. Byram. Why, sure, and they have had it. 

Mr. Sueenan. In other words, then, you as a dealer are aiding and 
abetting the price war in this other area ? 

Mr. Byram. This practice here—I have been in this business 25 
years—this is the worst gas war I have ever been in, and also the 
shortest. 

Mr. SuHeenan. The worst and the shortest ¢ 

Mr. Byram. Yes, sir. 

Mr. Sueenan. However, it has been my experience here, in listening 
to all this testimony, that price wars in the gasoline industry seem 
ic be a part of the pattern, because we have found that in practically 
every area, the price wars come into being. But the station operators 
who have been in business long enough know that they only have to 
stay in business to survive the gas war, and the fellows who have the 
biggest problems are the new fellows who are just starting who don’t 
have the necessary experience or backing; is that right? 

Mr. Byram. That is right. 

Mr. SuHeenan. So that price wars are part of your business, the same 
as somebody in the grocery business and the beverage business who 
decides to put out a free deal, 1 free with 10, or the Procter & Gamble 
soap people give one bar free when you buy one. That is all part 
of business practice, is it not? 

Mr. Byram. Well, it is part of the business, provided the oil com- 
panies don’t interfere with it. I mean, it is to be expected. We are 
going to have some discrepancies along the line. 

Mr. Sueenan. Yes. But you are aiding and abetting the oil com- 
panies interfering with them, because you are forcing them to meet 
competition by selling gas in other areas where they don’t have price 
wars. 

Mr. Byram. I don’t know about that, now. 

Mr. Sueenan. Is that nota fact ? 

Mr. Byram. We have price wars that jump up all over the country. 
Some of them linger as long as 1 year. 

Mr. Sueenan. Is it possible that some of your price wars are 
started by dealers like yourself selling practically wholesale gasoline, 
which is then shipped into your area at a cheaper price, forcing you 
and the major oil companies to meet that competition ¢ 

Mr. Byram. No. I have never known one to start at that point. 

Mr. SHeeHan. But it is very possible under those circumstances ? 

Mr. Byram. It couldn’t happen now. 

Mr. Sueenan. What? 

Mr. Byram. At the normal market, it couldn’t happen, selling a 
transport load at the normal market. 

Mr. Sueenan. Well, there is no such thing as a normal market. 

Mr. Byram. I mean, “normal” what we have been using. 

Mr. SuHeeHan. You admit yourself that the markets are in areas; 
there is no overall normal market ? 

Mr. Byram. That is true. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Roosevetr. Mr. Arnold ? 

Mr. Arnoxp. You have, and you service, and you try to sell to com- 
mercial accounts from your gasoline stations? 

Mr. Byram. Surely. 
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Mr. Arnotp. And are you engaged in selling to commercial accounts 
by the major oil companies who supply you the gas? 

Mr. Byram. Sure. 

Mr. Arnoxtp. And do you regard the selling of this gasoline to 
these tank trucks as the same type of operation as selling to com- 
mercial accounts ¢ 

Mr. Byram. No. 

Mr. Arnotp. What would be the difference in that ? 

Mr. Byram. A commercial account—lI mean, I figure that is some- 
thing that is handled on a monthly basis. You might see him once or 
twice a week or twice a month or something like that. 

Mr. Arnoitp. What would a commercial account be? Would it be 
a big farm or a—— 

Mr. Byram. Well, any kind of business house. A commercial ac- 
count uses a great amount of gasoline. They probably would be 
entitled to a discount. 

Mr. SHeenan. They use the gasoline themselves ¢ 

Mr. Byram. Sure. 

Mr. Roosevetr. You see, the thing I am trying to bring out here 
is that your normal customer is a consumer, is it not 

Mr. Byram. True. 

Mr. Roosrvetr. And this other customer is not a consumer. He is 
in the business of selling gasoline ¢ 

Mr. Byram. That is right. 

Mr. Roosevett. Go ahead, Mr. Arnold. 

Mr. Arnowp. I think the sum of your testimony, whether it is 
ethical or unethicah—and I am not sure that it is unethical—is that 
you are behaving like an ordinary businessman would in a system of 
free enterprise. In other words, you are looking for a customer to 
give you the best price for which you would make the best profit ? 

Mr. Byram. I am looking for a legitimate profit. 

Mr. Arnoip. Yes. Let us assume that somebody wants to buy gaso- 
line, whether it is wholesale or retail. In a free competitive economy 
he will look for a seller who could give him the cheapest price. 

Mr. Byram. That is true. 

Mr. Roostverr. Of course, I do not want to disagree with counsel, 
but I want to point out that when you are in the business and have a 
contract the spirit of which is to sell to a consumer in any business in 
the United States, you are not then supposed to go into the wholesale 
business. You are supposed to se!l to consumers, and in my humble 
opinion, unless the contract, which I certainly want to review before 
I make this as a statement—if the contract does not cover that point, 
you may be perfectly justified under the present terms of your contract. 
But I am sure that the spirit of your contract, as I think you will agree, 
is to sell gasoline to consumers. 

Mr. Byram. That is true. But I don’t feel that I was in the whole- 
sale business. As long as I get my posted price, anyone could buy it 
at that price. I didn’t care who bought it, because in a price war we 
all get hurt. We all get hurt. 

Mr. Sueenan. Mr. Chairman, I wonder if we could settle this by 
suggesting that he furnish us with a photostatic copy of his contract 
and let the counsel look it over and just see whether he did or did not 
have the right to do this. 
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Mr. Byram. I will be glad to. 

Mr. Roosrvett. Thank you. 

Mr. MacIntyre? 

Mr. MacIntyre. I would like to ask the witness a question, if I may. 

Do we understand you to say that when you sold these transport 
lots, you were selling them at retail prices ? 

Mr. Byram. Right. 

Mr. MacIntyre. Your posted retail prices? 

Mr. Byram. Right. 

Mr. MacInryre. And that you gave them no more advantage than 
you were giving the man who bought 5 gallons ? 

Mr. Byram. No,sir. That is right. 

Mr. MacInrvyre. Is it a fact that after it was bought at such retail 
price, it was nevertheless free gasoline that could be marketed if the 
buyer cared to do so? 

Mr. Byram. That is right. 

Mr. MacInryre. And did that offer the oil companies, the major 
oil companies, difficulties in the control of market prices in other areas? 

Mr. Byram. In other areas, yes. 

Mr. MacInryre. That is all. 

Mr. Roosevetr. Mr. MacIntyre, I do not see how the witness is com- 
petent to answer the last question. 

Of your own knowledge, do you know that ? 

Mr. Byram. I say, in other areas out of Charlotte, now. 

Mr. MacIntyre. I was speaking, in other areas outside of Charlotte. 

Mr. Byram. It didn’t handicap anybody in Charlotte, because they 
didn’t sell any of it in Charlotte. 

Mr. Roosrvett. But you do not know of conditions outside of Char- 
lotte ? 

Mr. Byram. No, sir; I don’t. 

Mr. Roosevett. Mr. Dalmas ? 

Mr. Damas. No questions. 

Mr. Roosrvett. Thank you very much, Mr. Byram. We appreciate 
your coming. 

Mr. Byram. Yes, sir. 

Mr. Rooseveit. The committee would appreciate it if Mr. Moore 
would come forward for a minute. 

Mr. Moore. I will. 

Mr. Rooseveut. I will swear you, Mr. Moore. 

Will you raise your right hand, please? Do you solemnly swear 
that the testimony which you are about to give before this committee 
is the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mr. Moore. I do. 


TESTIMONY OF LARRY MOORE, CHARLOTTE, N. C. 


Mr. Moors. Mr. Chairman, I wish to submit my—— 

Mr. Roosevett. You might identify yourself, if you would, in that 
first paragraph for the reporter. 

Mr. Moorn. Yes. Iam Larry Moore, Charlotte, N.C. I operate a 
station at 915 Providence Road with my brother, Jake Moore. 
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I think this thing about the reason the oil companies won’t sell— 
really, we are not retailing gasoline—I mean, we are not wholesaling 
it at 18.9. They are wanting us to sell all the gasoline that we can, 
and they came to us to cut our prices; if we ell post certain prices, 
they would give us certain discounts. 

And I don’t see where we would be really jeopardizing our lease 
or anything like that if we sold line at 18.9. 

Now, these companies that bought this gasoline, I think they in 
return sold it right around Charlotte. I don’t think they hauled it 
out in any other areas. Just like you take out on the road, we came 
all the way and we saw various prices all the way up and down the 
highway. There might be 1 or 2 cents’ difference all along. And it 
looks like there is no place to stop it. It just keeps on going and going. 

And all we are interested in is trying to get this thing to come to 
a close, and as quickly as possible. 

Mr. Roosrvetr. If the witness would mind waiting just a minute 
until the committee has a chance to read the statement, we would 
appreciate it. 

Mr. Moore, Thank you. 

(The prepared statement of Mr. Moore appears in the appendix.) 

Mr. Roosevett. Do you have any questions, Mr. Sheehan ? 

Mr. SuHeewan. Yes, Mr. Chairman. 

I notice that the gentleman’s testimony is substantially the same 
as that of the other gentlemen from Charlotte with the exception that 
one of the previous gentlemen said that when he sold his gasoline to a 
tank-wagon distributor he sold it at the regular posted retail price. 

You state in your testimony here that you sold it at less than your 
requis retail price. 

Mr. Moore. Well, at the time I had posted on my sign 22.9. 

= SHEEHAN. However, you sold a tankload of gasoline here at 
18.9% 

Mr. Moore. That is right. 

In other words, anyone—I had 

Mr. SHeenan. In other words, you sold it even below the so-called 
distribution profit they were allowing you as a retail basis? 

Mr. Moors. That is right. 

Mr. SueeHan. So, therefore, you were actually in a wholesale 
operation ? 

Mr. Moore. Well, I wouldn’t figure that, because I was making at 
least a penny on it. See? 

Now, let me show you an instance. Now, I had an Esso station for 
6 years on the north side of town, or west side—northwest—on 29. 
And we were in a commercial district, and we had a number of cus- 
tomers that we were selling, I will say commercial accounts, that had 
anywhere from 5 to 10 trucks. We were selling these fellows gasoline 
and oil, and later the company—we were Standard Oil—they went to 
these fellows and sold them tanks, and they sold them the gasoline and 
took it away from us. 

We were selling it to them at a 2-cent discount, to get the business. 
And that would be about the same thing, it looks to me like. 

Mr. Surenan. Well, I agree with you, and I am not criticizing 
your particular business philosophy on that. That is entirely up to 
you. 
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But as a member of the committee, and as Mr. Roosevelt stated pre- 
viously, and I agree wholeheartedly with him, if we are listening to 
this testimony with a view toward helping you fellows out if we can, 
we do not want to be in a position of then aiding and abetting some- 
thing that you fellows are doing to make the whole situation worse. 

In other words, if you fellows enable people outside of your area 
to buy cheap gas, causing another gas war, it is just like a snowball. 
It starts in Charlotte, and then if you allow the fellow outside the 
area to buy cheap gas, and another fellow, the first thing you know, 
that thing has snowballed across the whole country. 

I am sure, as Mr. Roosevelt stated—and I agree with him—we do 
not want to be in the position of criticizing the major oil companies for 
something to which the dealers themselves are helping to contribute. 

There is our story in a nutshell. 

- Moore. On this load of gas that I sold, it was on Saturday night, 
an 

Mr. SHeenan. You sold it at 18.9 cents. 

Mr. Moore. That is right. 

Mr. SuHeenan. Apparently before the gas war started, you were sell- 
ing this same gas at 29 cents, were you not? 

Mr. Moore. I was selling it at 31.4. 

Mr. Sueewan. Thirty-one, which makes it even better. In other 
words, there is a 12-cent spread. That was in the Charlotte area. 

Now, it is a safe bet that outside of the Charlotte area, where there 
was no gas war, they were selling gas still for 31 cents. 

Mr. Moore. But at the time, see, this thing started, well, on Wilson 
Boulevard, where I sold this gas—— 

Mr. Sueenan. That is still in Charlotte, is it not? 

Mr. Moore. No. It is on the highway from Gastonia to Charlotte. 

Mr. Sueenan. How far outside of Charlotte? 

Mr. Moore. I would say it is about 10 miles out. Now, they 

Mr. Sueenan. Well, let us assume for the sake of argument that 
this gasoline went 30 miles away where they were still selling gas at 
81 cents a gallon. Now, if he is buying it from you at 18.9, or, say, 19 
cents, for the sake of round figures, and he has got 12 cents a gallon in 
it, and it cost him maybe a half a cent to transport it out there, that 
dealer or those dealers are going to be in a position to cut prices 5 cents 
a gallon over everybody in the area; is that not right ? 

Mr. Moorsr. He would 

Mr. SHeenan. He is still making 7 cents a gallon. 

Mr. Moore. He would. 

But as soon as this thing happened—this happened on the 12th, 
and on the 13th or 14th, one or the other 

Mr. Sueenan. Of what month ? 

Mr. Moore. Of February. 

Mr. Sueenan. But your gas war was already going since January. 

Mr. Moore. I know that. But I didn’t sell this gasoline until the 
very last night there. Let me see. On the 14th it was over, and all 
this happened on the 12th. It was the 12th, I think, that he came in— 
that is right—it was on the 12th that he came in and bought the gaso- 
line from me on Saturday night. And it was over Monday morning. 

This thing 

Mr. Sueenan. Well, look, Mr. Moore, if I may interrupt you. Here 
is what your testimony, and that of the previous gentleman has proven 
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tome. There was some question in my mind that the allegation of the 
major oil companies, that they had to meet competition—was merely 
presented in order to justify themselves in starting a war. 

Now there is more justification in my mind that maybe those boys 
are right. When a price war starts in 1 area, for instance, even in 1 
State, and goes over to another State, it now looks to me as if maybe 
the major oil companies have some justification for starting these wars. 

Mr. Moorr. No. I disagree with you there. 

Lord knows, a dealer, as much as it costs him to operate a station, we 
surely don’t want anything like that to happen. 

Mr. Sueenan. I know. But if you are a party to it, and you are 
aiding and abetting it, it is happening. 

Mr. Moore. The only reason we were doing it was to draw this 
thing to a quick close and get it over with. 

Mr. Sueenan. Yes. 

But you only wanted to draw it to a close in your own area. 

Mr. Moore. I wanted to draw it all over. In other words, I knew 
if it was over Monday, I couldn’t sell any more gasoline. As soon as 
they took that temporary discount away, I couldn’t sell another drop 
of gasoline like that, and I disagree with anybody that believes in dis- 
count. I just don’t believe in giving discount. I believe in giving 
service. 

Mr. Sueenan. But another station operator who might be in the 
same position you are may not, believe in service, but may believe in 
discounts. 

Mr. Moore. Well, that could be true, too. 

Mr. SHeenan,. That is all, Mr. Chairman. 

Mr. Rooseveitr. Mr. Moore, we would agree with what Mr. Sheehan 
has said. I think in fairness to you, though, it should be pointed out 
that if the price war had not started in your area, you probably would 
not have taken the extreme measure of selling on a tank-load basis. 

Mr. Moore. That is right, definitely. 

Mr. Roosrvetr. And therefore, you were reacting to a situation 
which had been created in your area as a means of self-defense in 
order to service; is that correct ? 

Mr. Moore. Yes, sir. The way they came at us at first, 1 mean, it 
just sort of gets you. It takes all the pep out of you. They will come 
there, and maybe you haven’t even got a situation in your area, and 
they will come out there and say: 

“I want you to post this price. I want you to post this, and I will 
give you so much,” you see. And they will talk and talk for about an 
hour, and you will argue with them and get all heated up and never 
arrive at anything. 


Finally, you are scared they are going to take your station from 
you and finally you say: 

“Well, there is no way out. I may as well go along with it.” 

And that happened in my area. 

I am in Myers Park, and we have fine dealers out there, all good 
operators, and they believe in keeping the prices up. Every one of 


them has got a good business. They don’t have to worry about cut- 
ting the prices. 
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And, for him to come out there and put it to me like he did, without 
telling me he was—in other words, it was all nothing but words, tell- 
ing me he was going to have to take my lease away or get someone to 
operate the station—and I have only got about 6 months more on the 
lease, and they can up my price; they can do anything to my rent. 

I am paying $380 a month now, and they offered me a $50 a month 
reduction if 1 would cut my profit down to 5.3, on a 5.3 spread. 

Mr. Roosevetr. I think your testimony in relation to the company 
practices is valuable, and the committee most certainly is going to give 
careful consideration to it. 

I think perhaps, as a gratuitous aside, however, that the committee 
would agree that we would like to suggest to you and to your asso- 
ciation, and for that matter, to the national association, that im de- 
fending yourselves, to establish certain practices which may hurt 
other retail dealers in other areas and give the companies a legitimate 
reason, perhaps, for doing some of the things of which you very 
properly complain, is hurting your own case in the long run. 

We would suggest that perhaps you should examine the means by 
which you try to survive. 

Mr. Moore. Well, what do we do in such a case? 

I mean, what we are trying to do is to arrive at some solution. 

In a price war, what would we do to prolong the thing? I mean, 
it is really 

Mr. Roosevetr. You mean, to stop it, and not prolong it? 

Mr. Moore. Yes, sir; I mean to stop it. 

Mr. Roosrvetr. Naturally, not being in the business, I do not think 
that any of us is competent to advise you. I think that you are doing 
the proper thing, coming to present to us the problems and the diffi- 
culties, and upon the weight of evidence, we will try and find remedies 
which will eliminate the disruptive practices in these price wars. 

That is why we are here, and I can assure you that this committee 
is going to give very careful consideration to it, but in turn, as I say, 
T hope that you will not make our problem more difficult by creating 
other practices which are also in themselves—I think Mr. Sheehan 
has well explained—possibly harmful to others in the same position 
as yours in other areas. 

Mr. Moore. I hope it never happens to them. 

Mr. Roosevetr. Thank you very much, Mr. Moore. We appre- 
ciate your testimony. 

Mr. Moore. Thank you, sir. 

Mr. Roosrvett. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:10 p. m., the subcommittee adjourned, to re- 
convene at 10 a. m., Thursday, April 21, 1955.) 
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THURSDAY, APRIL 21, 1955 


House oF REPRESENTATIVES, 
SuscomMMItreeE No. 5 or THE SELECT COMMITTEE 
to Conpuct A Srupy AND INVESTIGATION OF 
THE PROBLEMS OF SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
445, Old House Office Building, Washington, D. C., Hon. James 
Roosevelt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed, and Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. , 

Mr. Roosrevett. The committee will come to order, please. 

The first witness this morning will be Mr. Clarence Dority. 

Good morning, Mr, Dority. 

Mr. Dorrry. Good morning, Mr. Chairman. 

Mr. Roosrvettr. Do you solemnly swear that the testimony that you 
are about to give before this committee will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Dortry. I do. 

Mr. Rooseverr. Thank you. 


TESTIMONY OF CLARENCE DORITY, DURHAM, N. C. 


Mr. Chairman and members of the committee, my name is Clarence 
Dority of Durham, N.C. I am execusive secretary of the North Caro- 
lina Service Station Association and I have worked closely with 
service-station operators in studying their problems during the 7 years 
that I have held this position. 

Members of the committee expressed interest in the condition in 
Charlotte during the first part of February of this year where retail 
prices were depressed so low that. jobbers from outside Charlotte drive 
in with transports to buy gasoline from service stations. I would like 
to give the committee our views and information as to the legal back- 
ground, business ethics and effect of this occurrence. 

I think the testimony of Mr. Purser and Mr. Thompson showed 
that the retailers were in no way to blame for the retail price being 
depressed so low and that they suffered as a result of it. However, 
their suppliers constantly remind them they are in business to sell 
gasoline. From their first day in a station, the suppliers are demand- 
ing more and more gallonage. The operators are constantly advised 
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to give discounts and to cut prices in order to get additional gallonage. 
So when the chance comes for the big additional gallonage through 
these transport sales, it is in line with what the dealers have heard 
from their suppliers from the beginning. 

As to the legality of these sales, we consulted our attorney who ad- 
vised us that nothing in dealer sales agreements prohibited sales of 
gasoline to any person whatsoever and also that any such restriction 
would be illegal. He also advised us that a legal question could be 
raised in refusal to sell where the retailers had ample stocks, and that 
there were cases where retailers had been sued for refusal to sell. 

From the standpoint of business ethics, perhaps the committee mem- 
bers would be interested in the attitude of the supplying companies. 
A majority of companies operating in Charlotte did not oppose these 
sales. Their attitude was that since they always wanted the dealers to 
get more gallonage, they couldn’t object to a big sale. This was ex- 
pressed by Mr. Johnson, a representative of Standard Oil of New Jer- 
sey, who said it was sound business for the dealers to make these sales. 
Three companies did object to these sales and one company called 
them unethical—but this was regarded as more of a joke than any- 
thing else in view of their conduct in pushing down prices to make 
these sales possible. 

Mr. Chairman, I would like to digress from my written statement 
to say this, that the 3 companies in Charlotte that objected to trans- 
port selling were the 3 companies that were directly responsible for 
starting the price war. 

Mr. Roosrverr. Which were those three companies ? 

Dr. Dorrry. Shell, Texaco, and Atlantic. 

As to the effect of these sales, there was no ill effect and there was 
a very good effect which came surprisingly soon. The jobbers who 
made these purchases normally bought gasoline approximately 9 cents 
off retail prices. The price to jobbers outside Charlotte was a couple 
of cents higher than the retail price in Charlotte, and they had this 
2-cent advantage, but it was largely offset by hauling costs. No price 
disturbance or price war of any kind resulted from these purchases. 
Since regular dealers do not have transport trucks with which to pick 
up gasoline, there were not purchases by these regular dealers. 

The beneficial effect from these sales was that they hastened the end 
of the price war. Remember that the suppliers were now selling gaso- 
line to retailers at a discount of 8.3 cents per gallon, so it is fair to as- 
sume that they were losing money on every gallon sold. At least, I 
don’t think their profit was 8.3 cents per gallon. So the more gallons 
they sold, and these sales to transports would increase their llonage, 
the more expensive it became for the suppliers to keep up this war— 
and it ended very abruptly after that, by all companies withdrawing 
subsidies at the same time. 

This is in contrast with price wars which have continued in New 
Jersey and Rhode Island for 5 years. Previously, there had been 
about 3 years of continuing price war flareups in and around Charlotte, 
but there has now been a stabilized market inside Charlotte since the 
15th of February. 

Mr. Roosevett. Thank you, Mr. Dority. 

Could you identify, please, for the committee, the name of your 
counsel whose opinion you have quoted here ? 

Mr. Dorrry. Mr. Elmer Hilker of Charlotte. 
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Mr. SueeHan. You state in your statement that the opinion of these 
companies in not wanting to sell bulk gasoline was somewhat more of 
a joke than anything else. Yet two of the gentlemen who testified 
yesterday stated that the joke was so real that when they wanted to 
refill their tanks when the price war ended, the companies would not 
sell them enough gas to fill their tanks because they had sold this in 
violation of what the company thought was proper procedure. 

Now, if it were a joke, it would seem to me that the companies would 
be happy to fill their tanks. 

Mr. Dorrry. Well, Mr. Sheehan, the oil companies are pretty rough 
when it comes to matters of this kind. 

Mr. SHEEHAN. Well, they were not joking, then, when they told 
them not to sell it ? 

Mr. Roosrvetr. Mr. Dority, as I understood your testimony, you did 
not mean that the companies thought it was a joke, but you thought 
it was a joke? 

Mr. SHeenan. He thought it was a joke. 

Mr. Dortry. I thought it was a joke. 

Mr. SHeenan. The dealers thought it was a joke. 

That is all I am trying to bring out. 

Mr. Roosrvett. Mr. Arnold ? 

Mr. Arnowp. This does not pertain to your statement, but I am 
interested myself. Do you know how many off-brand stations approx- 
imately there were in the Charlotte area during this price-war period ? 

Mr. Doriry. In the Charlotte metropolitan area there are about 25. 

Mr. Arnotp. About 25. 

Mr. Dorrry. About 10 percent of the stations in that area. 

Mr. Arnoxp. In other words, about 250-——— 

Mr. Dorrry. Branded stations. 

Mr, Arnoxp. Branded stations ; and 25 off-brand stations? 

Mr. Dorrry. Yes. 

Mr. Arnotp. Do you have any idea what the ordinary percentage 
or ratio of off-brand to branded stations is throughout the United 
States, for instance ? 

Mr. Dorrry. I would think it would be about 20 to 1; 1 off-brand to 
20 brand stations. 

Mr. Arnoxp. 20to1? 


Mr. Dorrry. Yes, sir. It all depends on the condition of the market. 

Mr. Arnoxp. During this price war, were there any discussions, to 
your knowledge, by Texaco or Shell or the other companies who you 
said initiated the price war with reference to off-brand stations ? 

Mr. Dorrry. Not by Texas, Shell, or Atlantic, no. 

Mr. Arnoup. Well, by anybody else? Any other companies? 

Mr, Dorrry. Well, this would be hearsay, and I don’t know whether 
it is admissible or not. The Pure Oil Co. representative in Charlotte 
told one of our members that they were putting their cut-rate price up 
in front of the Pure Oil station in order to combat the nonbranded sta- 
tions, that it was not being done to combat the other branded stations 
in Charlote. 

Mr. Arnon. Now, that is hearsay and cannot be considered by the 
committee here. 

Who was the person that was told this information ? 
Mr. Dorrry. The witnesses are in this room. 
Mr. Arnoitp. And who are the witnesses ? 
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Mr. Dortry. Mr. Purser and Mr. Byram. 

Mr. Arnotp. I would like to hear just the substance of this conversa- 
tion between the Pure Oil representative and Mr. Purser and Mr. 
Byram. 

Mr. Dortry. I can’t give it to you. 

Mr. Arnoip. I mean, could they come to the front? 

Mr. Roosgverr. The committee will call Mr. Purser when we are fin- 
ished with Mr. Dority. 

Mr. Arnoxp. That is all. 

Mr. Datmas. No questions. 

Mr. Sueenan. Mr. Dority, I have one other thought that I would 
like to get an expression on from you. 

When these tank w agons came in and sucked out the gas from the 
station, where did they. sell that gas? What did they do with it? 

Mr. Dorrry. I have no idea what they did with it. 

Mr. SHeeHan. You have no idea? 

Mr. Dorrry. I imagine that most of it was sold in the city of 
Charlotte. 

Mr. SuHeenan. Yet you very categorically state that no price dis- 
turbance or price war of any kind resulted from these purchases. 

Mr. Dorrry. Yes 

Mr. SHEEHAN. Now, if you do not know where it went, how can 
you make such a statement ? 

Mr. Dortry. I have an idea it was purchased by independent dealers 
in the city. 

Mr. SHEEHAN. You are guessing now ? 

Mr. Dortry. Yes. 

Mr. Surewan. And that is hearsay evidence ? 

Mr. Dorrry. Yes. 

Mr. SueewHan. We should strike that out of the record if we are 
going to strike this other hearsay evidence. 

Mr. Arnotp. We can, but it was in response to your question. 

Mr. Sueenan. I mean, if he has given hearsay evidence, he-should 
give it all the way through or not at all. 

Mr. Roosrverr. I think it would be proper if we strike your ques- 
tion and the answer. 

Mr. SuHeenan. No. I want to leave that in there. 

Mr. Roosevert. I think we should make it 

Mr. Dorrry. I have no way of knowing, unless I followed the trans- 
port to its destination. 

Mr. Sueenan. No. As I understand your testimony, you make the 
definite statement that no price disturbance or price war of any kind 
resulted from your purchases. You are telling us here that this thing 
was perfectly all right, and yet you tell me now that you do not know 
where it went or who purchased it or what happened. 

Mr. Dorrry. I can tell you this, that it didn’t cause any reduction 
in price in Charlotte, because the condition was already bad. 

Mr. Sueenan. No. But it kept the price reduction going, did it 
not ? 

Mr. Dorrry. It probably did, and in the outlying areas there was 
no reduction. 

Mr. Sueenan. Yet you do not know where this went. Maybe it 
went to an outlying area. 
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Mr. Dorrry. I couldn’t have known unless I followed the transports. 
Mr. Sueenan. That is right. So therefore my objection now to 
your testimony is that when you say that no price discrimination or 
price at any time resulted from these purchases, you have no way of 
knowing, because you do not know where the gasoline was delivered 
and you do not know at what price it was sold and you do not know 
to whom it was sold; is that right ? 

Mr. Dorrry. That is right. 

Mr. SuHeenan. That is all I have, Mr. Chairman. 

Mr. Roosevettr. Mr. Dority, I would like to ask you one other ques- 
tion here. In relation to your testimony of your advice given to you 
by your counsel, is the legal opinion which he has given you that it 
would be improper to have a contract or a clause in a contract with a 
retail dealer prohibiting him from selling to anybody but a consumer 
of the gasoline? 

Mr. Dorrry. I would say as long as it conformed with the laws of 
the State of North Carolina, it would be O. K. 

Mr. Roosevett. It would be O. K.? 

Mr. Dorrry. Yes. 

Mr. Rooseve.t. Now, what is his opinion, then, where he says that 
there are cases where retailers have been sued for refusal to sell ? 

Mr. Dorrry. As far as the laws of the State of North Carolina are 
concerned, the only excuse that a dealer can use to refuse to sell any- 
one is the fact that he is intoxicated or doesn’t have the money. 

Mr. Roosevett. Even though his contract specifically states that he 
shall not sell to any but 

Mr. Dorrry. We have no contracts to that extent ? 

Mr. Roosreverr. You have no what? 

Mr. Dorrry. We have-no contracts to that degree. 

Mr. Roosrvett. I see. Your testimony is that that is not in the con- 
tract, and therefore he would have to sell? 

Mr. Dorrry. Yes. 

Mr. Roosrvetr. Mr. Dority, thank you very much. I think that is 
everything. 

Is Mr. Purser in the room? 

Mr. Purser. Yes. 

Mr. Roosrvett. Mr. Purser, would you come forward? The com- 
mittee counsel would like to ask you a further question, and you will 
be considered as still being under oath, from yesterday’s session. 

Mr. Dorrry. I will stay under oath. 

Mr. Roosevett. Right. 





TESTIMONY OF JAMES R. PURSER, CHARLOTTE, N. C.—Resumed 


Mr. Arnotp. Mr. Purser, did you just hear the testimony of Mr. 
Dority, which was hearsay, but which concerned an alleged conversa- 
tion between yourself and the representative of the Pure Oil Co. ? 

Mr. Purser. I did. : 

Mr. Arnotp. Now, did such a conversation take place? 

Mr. Purser. It did. 

Mr. Arnotp. And what was the approximate date? 

Mr. Purser. It was at the beginning of this last price war, and it 


was in the last part of December. I am positive I am right on that 
date, sir. 
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Mr. Arnotp. Where did the conversation take place ? 

Mr. Purser. Mr. Byram and I rode out on Wilson Boulevard to 
talk to the Shell dealer and see what the prices were. When we rode 
out the streets there was a sign posted at the Pure Oil station of 1 cent 
under the independent station which is almost directly across the street 
from it. When we were going up the street there must have been about 
5 minutes’ time lapsed. When we turned around to come back, he was 
pulling that sign down and putting up one that was a penny higher. 
Mr. Byram and myself pulled in the station and engaged him in con- 
versation, sitting in my truck. I am a little reluctant to call this fel- 
low’s name. I can get it and give it to you. I think it was Kenneth 
Dutton, but I could be confused on the name. But it was one of the 
representatives of the Pure Oil Co. 

He immediately told us that this Pure Oil station was on the Ken- 
tucky plan. All companies were familiar with the Kentucky plan and 
knew what the policy was. He said, “Our price cutting is not aimed 
at any of you independents.” He pointed directly across the street at 
Billups. He said, “We are after those boys.” 

Mr. Arnovp. And Billups was an off-brand station ? 

Mr. Purser. Billups is an off-brand station, and they were posting 
prices, and they gave premium with their gasoline, and in my opinion 
it is in a different type of business from what we are in, because they 
do not lubricate cars, wash cars, change oil. They just sell gasoline 
on the driveway. ' 

Mr. Arnotp. Can you tell me how soon after this practice of selling 
to transport trucks began that the price war ended # 

Mr. Purser. It ended within about a period of a week, not over 
10 days. And I can tell you—I would like to clear up one thing that 
Mr. Dority said, if I can have your permission. 

Mr. Roosrvett. Yes. 

Mr. Purser. I can tell you who the gasoline was sold to, and the 
part of the joke that Mr. Dority didn’t make clear. The joke was 
with the other companies, the major companies. It was a joke to 
Esso and Gulf and some of the other major companies that these other 
companies would start squealing when they started burning, because 
they had led us into it. It wasn’t a joke with Shell and Texaco and 
Atlantic. They took it very seriously. 

Mr. Sueenan. I see. 

Mr. Purser. Mr. Johnson personally told me that he was encourag- 
ing sales of his company to all dealers regardless of amount—“The 
bigger the better,” he said. 

My closest competitor, Esso competitor, was loading trucks every 
night, and Esso knew about it, and they offered no opposition what- 
soever. They said, “Let it go. Now is the time to let the gallons 
roll.” 

Mr. Johnson, I told him the attitude that my company took toward 
it, that they seemed to be very concerned and wanted the transport 
business cut out. Mr. Johnson says, “I am encouraging it in every 
one of our stations.” He says, “You boys should take advantage of 
it, is my way of looking at it.” And he is a representative of the Esso 
Standard Oil. 

He not only told me that then, he has told me since that in con- 
versation, and came down to see me about a week ago in regard to 
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taking the lease of a station right down the street from me. The boy 
is wanting to sell out because he can’t make any money. He asked 
me if I would be interested in taking one of my key men and putting 
him there in his station. I said, “I appreciate the stand that you boys 
take when there is a gasoline war going on.” 

He said, “Purser, we encourage it in every area.” He said, “We 
don’t care what the price situation is. Sell the product.” He said, 
“That is your job.” 

And I would like then to continue the statement that I had started 
with the independents. That is where the gasoline was going. Mr. 
Ed McCoy was buying all the gas that he could buy in Charlotte. 
His dealers would sell it to him. He asked me for a list of the sta- 
tions that I thought would be in the position that they could sell it. 
He contacted every one of those stations and bought. Mr. McCoy 
was buying to survive himself, because the price that we could sell 
it to him was cheaper; he was buying the gas and dumping it in his 
tanks and either selling it after the war was over to make up for 
what he was losing, or else to try to survive the gasoline war himself, 
because the major companies that had put him in that position were 
Shell and Texaco and Atlantic. 

Shell will not sell any independent. Therefore, they hate to see us 
sell it where it can get into that channel, and that was one reason for 
Mr. McCoy and the Kayo independent company being able to survive 
this gasoline war. So maybe we were hurting somebody, but we were 
helping somebody to keep them in business. And by the same token, 
it was helping us to survive it. Believe me, Charlotte was engulfed 
by this thing. They were surrounded by the gas price. We talked 
to the oil companies and tried to get them not to bring it on us, and 
they forcefully put it upon us, and all that we could do was defend 
the ground we were standing on and try to survive it. 

We don’t want it. We want it withdrawn and kept away. That 
is the reason we are up here, hoping that there can be something done 
to straighten this out. If anything went out of that that instigated 
a gasoline price war anywhere else, [ sincerely say, I think that every 
dealer that sold it would regret that. But by the same token, we had 
to do something. You can’t close up your doors and go home. 

Mr. Arnotp. Mr. Purser, if the purpose of the gas war was to dis- 
cipline or restrict the gallonage of the off-brand independents, then 
the selling to these transport trucks would in effect defeat that pur- 
pose, would it not? 

Mr. Purser. Certainly it would. 

Mr. Arnowp. That is all. 

Mr. Purser. There is one other thing. I should have this thing 
written down to where I can remember it. When you get back down, 
and these questions are asked, you have always got the answer. I wish 
= would ask me some of the questions you asked yesterday, because 

would certainly like to have the opportunity to answer them, and 
I don’t think I am no expert. 

Mr. Roosrvert. Thank you. If you have anything else you want to 


tell us, we would be very glad to have you send it in to us provided 
it is in affidavit form. 


Thank you very much. 
Mr, Purser. ank you. 
Mr. Roosevert. Mr. Zemet. 








376 DISTRIBUTION PROBLEMS 


Mr. Zemet, do you solemnly swear that the testimony you are about 
to give before this committee is the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Zemet. I do. 


TESTIMONY OF CHARLES B. ZEMET, JOHNSTOWN, PA. 


Mr. Rooseveit. You may proceed. 

Mr. Zemer. Mr. Chairman and members of the committee, my name 
is Charles B. Zemet, of Johnstown, Pa. 

I started in the service station business in May of 1947. The prelim- 
inary arrangements for my lease were worked out by Mr. Ellis, dis- 
trict manager of the Sun Oil Co. He made it very clear that I was 
fortunate in securing such a good location, and also made it very clear 
that I should be 100 percent Sun in all my purchases. I had a great 
respect for Mr. Ellis and was grateful to him. So I agree to go 
along with his instructions, 

The lease included a parking lot, and Mr. Ellis explained that it 
could be used as a springboard in obtaining customers. He suggested 
advertising free parking with lube jobs, wash jobs, and so forth. He 
also suggested that I go after commercial accounts and offer them a 
few cents off as an inducement for their steady business. 


These suggestions were very effective, and as I went from door to 
door in my neighborhood, I found Sun gas was acceptable, but the oil 
was hard to sell. I confronted Berkey, a Sun salesman, with regard 
to this matter, and asked him if he minded if I carried Quaker State 
motor oil, also. 

Mr. Berkey was very quick to answer, if he ever caught me selling 


any other oil besides Sun, he would see that I was canceled out. I 
never did sell any other brand of oil. 

I bought the bulk of my tires from Sun, and only if they couldn’t 
supply me or were closed, did I deviate from this requirement. Then 
I would buy from Packard Motors, who also distributed Kelly tires, 
and also had a more.rounded-out supply. 

Mr. McDonough, the Sun representative, saw me make a purchase 
from Packard Motors 1 day, and threatened to cancel me out if this 
condition persisted. 

Having to buy exclusively from Sun was a hardship because their 
stocks were incomplete, and as a result I often ran out of type 101 
batteries, 670 by 15 tires, and even No. 20 Dynalube motor oil. Many 
times I Jost a sale rather than to jeopardize my lease by purchasing 
elsewhere. 

I complained to Mr. Ellis about Salesman McDonough on one oc- 
casion because I thought he was bossing me around too much. I asked 
if Mr. McDonough was my boss. Mr. Ellis answered that McDon- 
ough was the sales supervisor and has a number of stations under his 
jurisdiction and was responsible for them. 

Some time later in 1951 or the beginning of 1952, Mr. Ellis was 
replaced by Mr. Smith, that is, as the‘ district manager, and Mr. 
Knisely was sent in as his assistant, and Mr. Baxter replaced Sales- 
man McDondugh. On the second or third visit, Mr. Baxter caught 
me with two Goodyear winter tires which I had bought upon special 
request for a good customer. He told me that if I couldn’t adhere to 
the Sun policies, he would put someone in my station that would. 
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My station was doing a nice business now and was one of the most 
desirable Sun stations, that is, in the city of Johnstown. The com- 
pany had just completed another new station on Main Street which 
they called a training station and operated it themselves. Every time 
Mr. Baxter wasn’t too well pleased with my oil or gas sales, displays, 
or hours, he would tell me about the fellows he had in training at the 
company station who could replace me on short notice. 

At this time, early in 1952, I became very much concerned about 
my future. I had been with the company 5 years and instead of more 
security with seniority, my position was becoming more and more 
shaky. , Now, Mr. Baxter started to push me to cut the price of gas 
and post a big sign. This drop was to come out of my own pocket. 
He said it would increase my volume and make up for the profit that 
I lost per gallon. 

I became more and more worried and fearful because I was paying 
for a house, a car, and soon a new baby. I tried to explain to my wife 
why I lost my appetite and was becoming grouchy, but she wouldn’t 
believe some of the stories about my experience with the Sun Oil rep- 
resentatives, and told me I was getting hard to get along with. 

I tried to find a way to convince her that I was right. So I hit upon 
the idea of a tape recorder. This did the job fine. 

I would record each conversation with the Sun representatives 
when they came in, and play the record back to my wife in the evening. 
She understood after hearing the first record. 

Now, at this point I wish to submit approximately 14 hours of 
actual conversations that were taped in my office between the Sun Oil 
representatives, Mr. Smith, Mr. Kunisely, and Mr. Baxter, and these 
recordings will establish to you: 

1. How Sun exerted pressure on me to lower the price of gaso- 
line, thereby decreasing my margin of profit ; 

2. How local representatives fictitiously discredit a dealer in 
their reports to justify canceling his contract ; 

3. Proof of shortage of stocks, as previously mentioned ; 

4. How dealers are high pressured into buying large quantities 
of tires even though the salesmen know they are of obsolete 
design ; 

5. How Sun representatives talk about their dealers when not 
in their presence; 

6. Price discrimination practices; and 

7. Most of all, they will establish that a dealer must follow 
the company policy or be separated from the business which he 
spent many years of his life building up. 

I was formally canceled out in November of 1953. A week after 
I received cancellation notice, the cancellation notice was rescinded by 
registered mail. Why, I was never told. I stayed on another year 
and canceled out on them December 24, 1954. 

As a final act of vengeance the company refused to buy the Sun- 
branded stock back off my shelves. 

I submit this evidence not out of bitterness but out of concern for 
the future of the gasoline service station operators. 

That is all. 

I have the tape recordings here in my briefcase. 

_ Mr. Rooseverr. All right. The committee will accept the record- 
igs. I want to call to your attention, because of the seriousness of 
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the evidence that you are giving the committee, that you have sworn 
that these are tape recordings taken by you personally, in your pres- 
ence, and are faithful reproductions of conversations you had with the 
persons that you have mentioned in your verbal testimony before this 
committee. 

Mr. Zemer. Yes, sir. The recordings carry the voices of many of 
my customers who walked in in between the conversations. 

Mr. Roosevett. How many tapes are you submitting ? 

Mr. Zemer. I am submitting seven tapes. Each tape plays for 2 
hours, 1 hour on each side. 

Mr. Roosrvett. They will be numbered exhibits 1 through 7 for the 
committee. 

Mr. Zemer. And on the outside here, I made notations of the date, 
so that they can be listened to in proper order, which will establish the 
price story in the Johnstown area very well. 

Mr. Arnotp. Would you read.the dates into the record, so that we 
will have a positive identification ? 

Mr. Zemer. Shall I read them in any order ? 

Mr. Arnotp. No; no order. Just so that the committee will have 
a record of what we receive from you. 

Mr. Zemer. This one was taken during the month of June 1952, 
and July of 1952. 

Mr. Roosevett. Will you mark that “Exhibit No. 1.” 

(The tape recording was marked “Exhibit No. 1.”) 

Mr. Zemer. This recording was taken in May of 1953. 

Mr. Roosrvett. No. 2. 

(The tape recording was marked “Exhibit No. 2.”) 

Mr. Zemer. This recording was taken in May of 1952. Some of 
these might run in—maybe it is the end of May, and you will have 
another conversation that will be in June. But the dates that appear 
first is the date that I will mark. 

Mr. Roosevett. No. 3. 

The tape recording was marked “Exhibit No. 3.”) 

Mr. Zemer. No. 3. 

This recording was in November of 1952. 

Mr. Roosrvett. No. 4. 

(The tape recording was marked “Exhibit No. 4.”) 

Mr. Zemer. And this recording was September of 1952. 

Mr. Roosevett. No. 5. 

(The tape recording was marked “Exhibit No. 5.’) 

Mr. Zemet. This, in November of 1952. 

Mr. Roosrvett. No. 6. 

(The tape recording was marked “Exhibit No. 6.”) 

Mr. Zemer. And this in July of 1952, and also August. 

Mr. Roosrvetr. Mark that No. 7. 

(The tape recording was marked “Exhibit No. 7.”) 

Mr. Roosrverr. Mr. Zemet, you testify that you canceled your 
arrangement with the Sun Oil Co. on December 24, 1954. For what 
reasons did you cancel your agreement ¢ 

Mr. Zemet. Well, 1 couldn’t change their policy. I had written 
several letters to Philadelphia, and I complained about their policy 
being too tough on the dealers, and I wanted to go to Philadelphia 
and talk over this thing with the people that make the policy. But 
I was always referred to the local office and the district manager, and 
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talking to him is like talking to a tree and asking for the leaves not 
to fall off, because it is inevitable it is going to happen. So I could 
never change them, and they knew that they could never change me. 
I didn’t believe in selling gas cheaper and not getting my profit, 
because I couldn’t afford to. 

Their theory is, if we cut the price of gasoline, if you are making 
a nickel on a gallon and selling 10,000 gallons, you are making your- 
self $500 for the 10,000 gallons. But if you cut the price 214 cents and 
make 21% cents, you are going to sell twice as much gasoline because 
it is a more attractive price. But you are going to make up that 214 
cents that you lose per gallon on other trade that you get into the 
station. But they never stop to consider that I would have to sell 
20,000 gallons of gasoline to make my $500, and in doing so, I would 
have to hire another man, because I couldn’t control that much busi- 
ness with the help I had. 

So the extra help—and my pumps would be going twice as much, 
exactly—maybe I am not shrewd enough with figures, but I could 
never sit down and write it down and figure out where I was going to 
be ahead of the game. They were always playing with my money, I 
figured, and I didn’t go along with that. 

Mr. Roosrvert. Mr. Zemet, the reason that I am asking you this 
question is because I want to establish, one, that you did make con- 
tact with the head office of the company, and that the practices and 
complaints that you referred to the head office were then referred back 


to the very people that were in your locality and about whom you 
have testified. 


Mr. Zemet. Yes, they were. 

Mr. Roosevetr. In other words, that these people represented the 
policy of the company ; the local people represented the policy of the 
company as it was established at the head office. 

Mr. Zemer. I assume that they were doing so, because I was always 
referred locally when I wrote to Philadelphia. 

Mr. Roosevert. Have you any evidence at all in relation to your 
contact with the head office that you could submit to the committee ? 

Mr. Zemet. I think I have an answer to one of my letters. 

I have evidence—this is a cancellation I received in 1953. They 
kept wanting me to go along with their policy, which was price at 
that time. And I woukin’t do it. So as a final gesture to scare me, 
I suppose, they canceled me out, and then about 4 days later, or 5 
days later, they came in and talked the thing over and wanted me to 
stay. 

So I can present that, if you care to have it. 

Mr. Rooseverr. No. am particularly interested in testimony 
which would substantiate that you made contact with the home office 
in relation to your complaints and that in turn they referred you back 
to the people on the local level. 


Mr. Zemer. Here is one. Here is an answer that I received, that I 
can turn over. 


These are letters that I wrote—— 

Mr. Roosrvetr. The committee will accept that. 

Mr. Steep. Will you identify the date ? 

Mr. Roosevett. Will you identify the date and the— 
Mr. Streep. And the person who signed it. 


65262—55—pt. 1——25 
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Mr. Zzmer. This is a letter signed by Willard W. Wright, of the 
Sun Oil Co., general sales manager of the Sun Oil Co., at Philadelphia, 
and it is an answer to me in question their policies. T 
April 20, 1954. 

Mr. Arnoxp. Do you want to hand that to the committee ? 

Mr. Zemet. Yes. 

(The letter referred to is as follows :) 


he answer came 


Sun Om Co., 
Philadelphia 3, Pa., April 20, 1954. 
Mr. CHates B. ZEMET, 
Zemet’s Sunoco Service Station, 
Johnstown, Pa. 

Dear Mr. ZeEMeEtT: I appreciate very much your kindness in writing us giving 
us your reaction to our new high-test Blue Sunoco campaign. We feel that in 
this new gasoline and our new special hi-compression motor oil we have two of 
the most outstanding values in petroleum products ever offered to the motoring 
public. With you, we agree that the campaign has gotten off to a most success- 
ful start. This we believe has been due to the splendid teamwork between dealer 
and company as evidenced by the attendance at our meetings, the decorating of 
all our stations, and the enthusiasm of our dealers. 

You have raised a question as to our policies, indicating that you have felt that 
at times some have been rather severe and detrimental to the dealers. Inasmuch 
as you have not elaborated on these policies we are at a loss to answer you spe- 
cifically, except to point out that our policies are time tested and were developed 
with a keen awareness of the mutuality of interest existing between the dealers 
and the company. We are truly conscious of the fact that we prosper only as our 
dealers prosper, and in the long run no company marketing to the public can be 
any stronger than the dealers who daily make millions of contacts with this 
public. 

You state that in the interest of greater financial security for your family you 
feel that dealers should be in position to purchase their station. We have a plan 
whereby we have aided a considerable number of dealers to finance the erection 
of a new station which in 10 or 15 years, depending upon the length of the lease, 
is free and clear of any encumbrances. A number of the dealers who have availed 
themselves of this plan have indicated their satisfaction and have continued with 
handling Sun products and in some cases have entered into new leases to have 
their service station modernized. 

Insofar as the stock purchase plan is concerned, we are legally restricted from 
offering that to our dealers, as it has been ruled that such a plan would be con- 
strued as making them to some degree at least employees of the company and 
coming under company control. 

We are sending a copy of your letter together with a copy of ours to Mr. Smith 
with a suggestion that he discuss with you the details of our two-party leasing 
arrangements. 

Again may I express my appreciation for your kindness in writing us and our 
hope that we can work out some leasing arrangement which will prove to be mu- 
tually satisfactory and will enable you to build a service station on a location of 
your choice acceptable to the company and giving you the additional security in 
which you and your family are interested. 

Very truly yours, 
W. W. Waricart, 
General Sales Manager. 


Mr. Zemer. I have two letters that I wrote here to my district man- 
ager, Ralph P. Smith, in complaint of the price and the conditions. 

Mr. Roosevett. Have you any answer tothose letters ? 

Mr. Zemer. These letters were never answered by mail. They were 
always answered verbally. 

Mr. Roosevevr. If you want to submit them, we would be glad to 
receive them. 

Mr. Zemet. All right. I will submit them as a matter of record. 

Mr. Rooseveur. All right. 
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(The letters referred to are as follows :) 





May 12, 1954. 
Mr. Ratpu P. Smita, Jr., 
1319 Paulton Street, 

Johnstown, Pa. 


Dear Mr. SmitH: Existing conditions in this area are forcing me to make a 
few changes in my operation. I describe these conditions to you because I feel 
you could alter them if you so desired. 

in January I rehired one of my old employees who had returned from the 
Armed Forces. I did this with the intention of extending my hours later into 
the night and supplementing the day shift. Although the extra man has been 
a burden on the payroll during the slow winter months, I felt my investment 
would be justified in the warmer season, when business is best. 

May the 6th we began staying open until 11:30 p. m. Checking every hour 
after 8 p. m. to determine the sales at those intervals. I need not tell you that 
I was bitterly disappointed in the results. 

The traffic was good and weather fair so I decided to investigate other sta- 
tions. It didn’t take me long to find out, because as I drove past several of our 
stations I saw price signs with 1 and 2 cents per gallon cheaper than mine. 

Economically, I have not yet recovered from the last price condition and I’m 
in no shape to go into another. If you guarantee me 4 cents per gallon margin, 
I will go to any extreme you desire; if not, I will have to maintain and tighten 
my belt accordingly. 

In view of these conditions mentioned it will be necessary for me to furlough 
my help one by one and shorten my hours to stabilize myself financially. 

As I have stated many time, I hold the welfare and happiness of my family 
above all. That is what I live, and if necessary, die for; and will defend with 
every effort and resource in my possession. I feel their welfare is again in 
jeopardy, therefore, I have tried to convey to you the magnitude of this situa- 
tion and appeal to you as a family man to assist in correcting it. 

Sincerely, 


JOHNSTOWN, Pa., July 8, 1954. 
Mr. RALPH P. Suiru, Jr., . = 


c/o Sun Oil Co., 
Post Office Bow 229, Johnstown, Pa. 

Dear Mr. SmitTH: As I mentioned in a previous letter, existing price conditions 
are undermining my gallonage. 

At the present time my posted price is 27.9 but other stations in this area are 
posting lower prices; ranging from 23.9 upward. 
— have told me many times never to be first but be a very close second. 

eet the price so as not to loose gallonage and Sun Oil Co. will protect you. To 
put it in your own words, “Charlie, when you make less than 3% cents a gallon 
v re on us.” 

’erhaps you may find it more feasible to make a tem 

porary allowance on my 

— rather than reduce tank wagon. Baxter told me of several instances 

qe Fone been ate to oe the dealer where such occurrences persisted. 

elf in a position where I cannot afford to loose li 

ed ae I cannot sell without profit. PR eree Pe 

As a district manager of the Sun Oil Co., I feel you shoul vi i - 
mining what course I should pursue. ; nt yy, 2 pe ene ls 9 


I will be happy to furnish you with snapshots of vari i w 
if i 
os ee Pp the various prices lower than 


am anxiously awaiting your answer and advice, thank you. 
Yours, truly, 








Pea Mr. Steed, do you have any questions of Mr. Zemet ! 
Mr. STEED. Mr. Zement, these tape recordings that you submitted 
ere, were the people involved in these conversations with you aware 


at the time the recordi ; 
recorded ? rdings were made, that their remarks were being 
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Mr. Zemet. No, they were not aware of the fact. Otherwise they 
wouldn’t have pressured me the way they did. As a matter of fact, 
it was very difficult for me to get them to stay in the office, because 
they always wanted to take me for a ride in their ear, or walk behind 
the building, or take me for a “ip of coffee, and I had to make all sorts 
of excuses to retain them in my office. 

Mr. Sreep. Subsequent to the taking of the recordings, have any of 
the Sun Oil Co. representatives been apprised of the fact that you did 
have these tape recordings ? 

Mr. Zemer. You mean were they aware of the fact that I had them? 

Mr. Sreep. Yes. 

Mr. Zemet. You mean now? 

Mr. Sreep. At any time subsequent to their being taken. 

Mr. Zemer. They know now, because I testified against Sun Oil Co. 
in Philadelphia. The United States Department of Justice is also 
trying them in Philadelphia, and they are aware of the fact that I 
have them. 

Mr. Sreep. Did you have any conversation yourself with any Sun 
Oil Co. representatives about these recordings since they were taken! 

Mr. Zemer. On one occasion I had a conversation with Mr. Ralph 
Smith. Something came up, and he was more or less telling me that I 
wasn’t telling the truth, and I played them one time to prove that I 
was. It was a matter of principle, and I was tired of backing off and 
letting him go away feeling he was right all the time when I knew 
he was absolutely wrong. So I had to play one. 

Mr. Sreep. Did he make any comment about the fact that you had 
the recordings at that time ? 

Mr. Zemer. It was a very, very short meeting. I played him the 
recording. I had a speaker that I put in his car, and when the record 
was over, I rolled up my speaker and I left. I didn’t wait for any 
comment. 

Mr. Sreep. That is all. 

Mr. Roosrvett. Mr. Sheehan ? 

Mr. Sueenan. Are you entirely out of the gasoline filling station 
business now ¢ 

Mr. Zemer. No, sir. I am building my own station now. Several 
companies have contacted me and offered to help me build a station, 
and that is what I am doing at the present time. 

Mr. SueeHan. This is just for my own benefit. One of the things 
that I marvel at is that we have had many other fellows like yourself 
who have been on the stand that have had bad treatment and a lot of 
other things, but want to go back in business all the time. 

Mr. Zemer. My theory is this: I can’t exist without the gas com- 
panies, and they can’t exist without me. Somewhere there is a ground 
where the two can exist in harmony, and I think that you people here 
should help find it, because we are being squeezed out. In my paper 
back home—Johnstown isn’t a very large city—but every day I pick 
the paper up there are 3, 4, or 5 gas stations where they are ookitie for 
new operators. That is not a healthy condition of small business. 

Mr. Surewan. I agree with you on that, Mr. Zemet, and one of the 
things that is facing us here is this: I think that the committee mem- 
bers here the other day in discussing it thought that one of the things 
that should be done is to bring to the attention of prospective new 
recruits into the gasoline filling station business the pitfalls and the 
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problems of being a filling station operator. And here so often I per- 
sonally find—and I think the members will agree with me—men like 
yourself who have seen all the pitfalls and all the troubles, but they 
still keep on being in the business. I sometimes wonder what the real 
fascination is. How are you going to keep new recruits out of it if 
the old fellows want to continue on in it? 

It is just a personal observation. 

Mr. Zemet. I see no reason to keep the new recruits out. We have to 
progress. The country can’t stand still. I just have a liking for auto- 
mobiles. My dad was in the automobile business. I worked at eng!- 
neering for 5 years. I can’t stand sitting behind a desk. I like to get 
out and work outside and talk to people. That is my life, and I enjoy 
doing it. Sometimes I make a little money while I am doing it. That 
helps, too, you know. 

Mr. Sueenan. I guess with your ability and your appearance and 
everything, you would be successful in your business. 

Mr. Zemer. Thank you, sir. I hope so. 

Mr. Roosevertr. Mr. Arnold ? 

Mr. Arnotp. No, sir. 

Mr. Roosrveur. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Roosrverr. Thank you very much, Mr. Zemet. 

Mr. Lee Gardner, of Greenville, Tex. 

Mr. Gardner, will you raise your right hand, please, Do you 
solemnly swear that the testimony which you are about to give before 
this committee is the truth, the whole truth, and nothing but the truth, 
so helf you God ? 

Mr. Garpner. I do. 

Mr. Roosevett. Thank you. 


TESTIMONY OF LEE GARDNER, GREENVILLE, TEX. 


Mr. Garpner. Mr. Chairman and the subcommittee, my name is 
Lee Gardner, a Gulf dealer at 3314 Lee Street, Greenville, Tex. I 
have been at this same location for the past 1014 years. On or about 
the 13th of October 1954 my Gulf representative, Mr. Sam Jenks, of 
Dallas, Tex., came to me and asked me why I didn’t go down on my 


gasoline price 19 cent. I asked him, “Why should I go down?” 
And he said, “If you would I will have something to talk to you about.” 

Then on the 15th of October 1954, Mr. Jenks drove in the front of 
my station, called me to the car and introduced me to a man by the 
name of Sullivan, saying he was a vice president of Gulf Oil Corp. 

During the conversation he asked me again why I didn’t go down 
Vio cents on my gasoline and, of course, my question to him was, 

Why ?” and he said, “If you all don’t go down on your price in Green- 
ville we will have a company-operated outlet in Greenville and we will 
establish the price.” 

Later, Mr. Jenks came back and I asked him, “If I don’t go down 
on the price like the company has asked, what will the company do and 
how long will it be before the company puts in a company-operated 
station?” And he answered, “Maybe 6 weeks and maybe in 1 day.” 
Again he returned and I ar him what was new and he’ said, 

Nothing much except Fort Worth is down to 16.9 cents,” and I asked 
him, “What about Sulphur Springs?” and he said Sulphur Springs 
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was all right, that they were not asking them to go down because they 
were 26.9 cents, which was under 27 cents. i 

Further, Mr. Jenks said, “What I was trying to get across to you 
before was that if you don’t go down I am not telling you Gulf, or who, 
will put in a company station but we have two in Dallas. But the 
point is that if they want to, and there is always a way around, and 
if they do that, then you have got an established and fixed price. 
After all, what I am telling you is the truth and I think you should 
appreciate it, I am telling you that the oil companies—the thing that 
they are fighting for, and are going to have is a 2-cent differential 
between the independents and majors—2 cents on regular and 3 cents 
on ethyl—with the dealer having a 5-cent margin. This will gain 
us enough additional volume from the independents to offset your 
loss of margin.” 

He also said, “Pinky, you couldn’t get any company or anybody to 
admit what I have just told you, but that is what the majors are work- 
ing for and are going to get. For instance, Conoco made the first 
move in Wichita Falls, Humble made the first move in Terrell. You 
all have got a peculiar market up here. Referring back to the ques- 
tion of when the other majors would meet your drop of 1p cent, I 
still can’t answer you, but 1f we were to move in and give a TPA the 
rest would meet it tomorrow night.” 

I asked Mr. Jenks, “Doesn’t. TPA cause a spiral downward in the 
retail price of gasoline?” and he said, “No, we want them to meet it. 
Gulf is not fighting Humble, Magnolia or any other major, they are 
just trying to do one thing, they are just trying to regulate the market. 
The major oil companies contend that if they get their pro rata per- 
centage of the 55 million gallons now going through the independent 
station, they will more than offset this lowering of margin of profit.” 

I asked Mr. Jenks why the majors were not having a price war in 
Dallas at this time, and he said, “They were trying to keep the fight 
out of Dallas because Dallas sells 55 percent more gas than Fort 
Worth and if the fight got started in Dallas they would sell 100 per- 
cent more and that after all it cost the Gulf $88 million last month 
to carry on the fight in Fort Worth. We are trying to manipulate it 
in smaller towns around Dallas and fight it out there.” 

Up to this time we in Greenville had not had a price situation; 
we had a very stable market, with the exception of 1 dealer in a small 
2-pump outlet with no servicing facilities selling for 3 cénts below the 
major outlets, which was not disturbing the price structure of retail 
gasoline in Greenville. We were situated 136 miles from Texarkana 
and 84 miles from Fort Worth and had no legitimate reason for @ 
price war, and consequently we couldn’t see the reason for lowering 
our price. 

At a conference with three Gulf representatives all Gulf dealers 
of Greenville had refused to buy their proposal to lower our posted 
prices and thus precipitate a price war in Greenville. The company, 
a few days thereafter, opened a company-operated station upon which 
they immediately posted circus signs with a price of 2149 cents below 
their regular posted prices among their other dealers. 

In this same conference between the Gulf dealers and the three 
Gulf representatives, Mr. John Bowen, one of their lessee-dealers who 
had been with them at the same location for at least 6 years and who 
was doing a volume of about sixteen to eighteen thousand gallons per 
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month was told that his lease would expire within a month or so and 
that unless he wanted to go as an agent-station they would find him 
a purchaser for his equipment and stock. He told them then that 
he did not want to operate an agent-station and to find the purchaser. 
He continued to operate the station as a dealer until the last day of 
the contract when they called him to their office and told him that he 
would have to go to an agent-station or else he would have to lock 
the station that night and move all of his equipment and merchandise. 

Mr. Rooseverr. Mr. Gardner, your testimony here is about some- 
body else’s conversation. Were you present during that conversation ? 

Mr. Garpner. No, sir. But I had the conversation right afterward 
with him, and I asked Mr. Jenks about this conversation, and he said 
that was right, sir. 

Mr. Roosrvett. Mr. Arnold ¢ 

Mr. Arnoxp. I believe according to the policy of the committee, on 
which we are trying to be overly strict, that this would fall certainly 
within the definition of hearsay, and that we should not consider the 
pares 4 given, although we appreciate the fact of what you are try- 
ing to do. 

I would recommend that we exclude it, just with relation to the con- 
versations between Mr. John Bowen and the other party, at which I 
take it you were not present. 

Mr. Garpner. No, sir; I was not present at that time, but I did 
have a conversation with both Mr. Jenks and Mr. Thompson about 
this conversation that they had’ with John Bowen, and they related to 
me that this was exactly what happened. 

Mr. Roosevett. The witness will suspend just a moment. 

Mr. Sreep. Perhaps I can help. Do you know of your own knowl- 
edge that Mr. Bowen ceased operating this station ? 

Mr. Garpner. He did not cease operating it ; no, sir. 

Mr. Sreep. Is he still operating the station today ? 

Mr. Garpner. Yes, sir; that is self-explanatory, I believe, in the 
next paragraph, sir. 

ree Sreep. In the operation of his station, did Mr. Bowen cut his 
price? 

Mr. Garpner. No, sir; until he went agent. Then that was their 
gasoline. 

Mr. Steep. Did he become an agent-station ? 

Mr. Garpner. Yes, sir. 

Mr. Sreep. At this time that you are discussing ? 

Mr. Garpner. At this time that I am speaking about; yes, sir. 

Mr. Sreep. And then did he cut his price ¢ 

Mr. Garpner. He didn’t have nothing to do with it. They painted 
the signs, brought them out, painted the pumps, and he went to operat- 
ing as an agent. for them, They bought none of his equipment and 
none of his stock with the exception of the gasoline. 

I can get you an affidavit by this afternoon that that statement is 
true and correct. 

Mr, Roosrverr. Mr. Gardner, the committee will strike all that 
part of your testimony which begins, “In this same conference between 
the Gulf dealers and the three Gulf represenatives, Mr. John Bowen,” 
and so forth, down through the words, “did do under protest.” 

_ If you care to testify to the rest of it in regard to the display of the 
signs and so forth, that is, I presume, a matter of your own personal 
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knowledge, and then if Mr. Bowen cares to submit in affidavit form a 
statement to the committee in support of the stricken testimony, the 
committee will be glad to receive it. 

Mr. Garpner. | will see that you get it, sir. But I don’t see where 
you are speaking about here to continue. 

Mr. Roosrvetr. If you want to start, “The next morning, the circus 
sign was displayed on his driveway,” or “Mr. Bowen’s driveway”— 
you had better make it specific—“at the price of 24 cents for regular,” 
and so forth ; I presume you saw the signs. 

Mr. Garpner. I watched them place the signs, yes, sir, and watched 
them change the props. 

Mr. Sreep. If you want to use a more definite date than “the next 
morning,” that would help clear it up. 

Mr. Garpner. That was January 3, 1955, sir. 

Mr. Roosrvetr. I think the record should show that the witness 
testified that a Mr. John Bowen, a Gulf dealer, after making arrange- 
ments—by this time, he was operating a company station ? 

Mr. Garpner. An RCA station, sir. 

Mr. Roosevett. An RCA station; that the following morning, after 
making such arrangements, and then you can proceed from there, 
“the circus sign.” 

Mr. Garpner. The next morning the circus sign was displayed on 
his driveway at the price of 24 cents for regular, which was 3 cents 
per gallon below my posted price, and the posted price of every other 
Gulf dealer in Greenville, as well as that of dealers of all other major 
companies, and thus they started a price war in Greenville—and since 
that time the market has been unstable, 

Gentlemen, I have been in the service-station business for more than 
20 years and I know that there is no excuse for a price war. It only 
disturbs the dealers and makes it more difficult for them to support 
themselves and their families in the retail gasoline business. 

Mr. Steep. Now, in connection with the part of this testimony that 
we have stricken out, I think it would be all right for the record to 
show that you did discuss with Mr. Bowen his difficulties with his 
company in having to change from a lessee dealer to an agent dealer. 

Mr. Garpner. Yes, sir. And let me enter into this testimony at this 
point, Mr. Sam Jenks and Mr. Thompson came to me on my drivewa 
and bragged to me about how they had changed Johnny Bowen’s mind. 

Mr. Roosevetr. All right. 

Mr. Gardner, your testimony is, of course, in line with a good deal 
of other teeny received by the committee from various other parts 
of the country. Have you any suggestions as to the best method of deal- 
ing or possible legislative remedies that might be used to help stop 
these destructive price wars? 

For instance, the committee has received testimony that the removal 
of all subsidies, eliminating them, would be a step in that direction. 
Have you any opinion as to that or any other remedy that you would 
like to suggest to us? ‘ . 

Mr. Garpner. No, sir. There are several remedies that I think 
might work, but whether they could be passed as a Jaw or not, I don’t 
know. And the one, of course, that we all in the service-station busi- 
ness would like to see is divorcement of the oil companies from the 
retail field of gasoline. That is our means of livelihood. 
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It is no more right for them to come in and dictate to us at what 
price we should sell gasoline or what margin of profit we should make, 
no more than it is for us to go in and tell them what they should make 
on their refined petroleum products. 

Mr. Roosrverr. Mr. Steed ? 

Mr. Sreep. No, thank you. 

Mr. Roosevert. Mr. Sheehan ? 

Mr. Sueenan. Mr. Gardner, on October 15, when Mr. Jenks and 
Mr. Sullivan of the Gulf Oil Corp. talked to you about reducing the 
price 1% cents per gallon, did they offer any inducements from the 
company, such as reducing the wholesale price to you, or guaranteeing 
you a certain profit? 

Mr. Garpner. I think I answered that, sir, but I will answer it for 
you this way. They said if I as a dealer reduced the price 1149 cents, 
the other major producers would not do a thing about it, but I as the 
largest station, the largest dealer in Greenville, if I would lower my 
price 1449 cents per gallon, the rest of the stations would follow suit; 
they would have to. 

Mr. Sueenan. But then you would have to take this reduction 
yourself ? 

Mr. Garpner. I would have to take it myself, yes, sir. 

Mr. SuHeenan. And they did not agree to cut the wholesale price to 
you? 

Mr. Garpner. They said if I would, then they would have something 
to talk about. I had other coriversations 

Mr. SuHeeHan. What did you interpret that remark to mean? 

Mr. Garpner. Knowing the facts in the surrounding territory, sir, 
I knew it meant one thing: temporary price allowance. 

Mr. Sueenan. Then in other words, in your own mind, you felt 
assured that should you cut the price 14 cents per gallon, that they 
would make that up to you? 

Mr. Garpner. No, sir, that is not true. If I cut the price 1%9 
cents, it would start a price war. IfI,asthey call it, elect 

Mr. Surenan. How about this temporary allowance you just talked 
about? 

Mr. Garpner. Let me finish my statement, sir. 

Mr. Surenan. I am sorry. 

Mr. Garpner. If I, as they call it, would elect to take a cut in my 
margin of profit of 1149 cents, as they had done in the surrounding 
territory, wherever they could get a larger dealer to do this, then they 
would move in and give a temporary price allowance to me, the lowest 
price they could find around that trade territory. 

That is where a price war starts, but they use us—— 

Mr. Roosevett. And you felt that that would result in further cuts 
which you would be forced later to make ? 

Mr. Garpner. Yes, sir. 

Mr. Rooseverr. And you would not be recompensed for those fur- 
ther cuts that would result from the price war ? 

Mr. Garpner. That is right, sir. And this 114 cents coincides with 
the facts and figures of theirs in here that we would go to a 5-cent 
margin throughout the United States. ; 

Mr. Surrman. As against—what were you getting before? 

Mr. Garpner. Six and one-tenth cents. 
Mr. Sueenan. That is all, Mr. Chairman. 
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Mr. Roosrvetr. Mr. Arnold. 

Mr. Arnotp. In this conversation of October 15, 1954, you have a 
quote of a statement, “One of the other of the Gulf people were pres- 
ent, Sullivan or Jenks.” I am a little bit confused in my own mind. 
Was it Mr. Sullivan or Mr. Jenks whom you were quoting? 

Mr. Garpner. Mr. Jenks, sir. 

Mr. Arnotp. And Mr. Sullivan did not say anything ? 

Mr. Garpner. Mr. Sullivan didn’t say anything except that he 
would chime in here and there and say that Mr. Jenks was right. 

Mr. Arnotp. Did you have any other indication that Mr. Sullivan 
was an officer of the Gulf Corp. ? 

Mr. Garpner. None whatsoever. 

I think it was used merely for intimidation, sir. 

Mr. Roosreverr. Thank you very much, Mr. Gardner. We appre- 
ciate your testimony. 

Mr. GaRDNER. Thank you, sir. 

Mr. Roosrvetr. The committee will next call on Mr. Hugh Howard, 
of Beaumont, Tex. 

Would you raise your right hand, please ? 

Do you solemnly swear that the testimony that you are about to 
give before this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Howarp. I do. 

Mr. Roosrvert. Will you go right ahead, Mr. Howard ? 


TESTIMONY OF HUGH HOWARD, BEAUMONT, TEX. 


Mr. Howarp. Mr. Chairman and gentlemen of the committee, my 
name is Hugh Howard. I am from Beaumont, Tex. I operate a 
Humble service station at Franklin and Avenue C, in Beaumont. 

I have been in the service-station business for 3 years. The first 
year I operated a Gulf station, and the past 2 years a Humble station. 

As a Gulf dealer, I was a lessee on a 1-year contract, with a rental of 
114 cents or a minimum of $175 per month. I bought out a Gulf dealer 
by the name of A. F. Young. My deal was approved by Gulf repre- 
sentatives who were present at the time I took over the station, the 
Beaumont resident manager, Mr. Ed Lane, and the east Texas division 
manager, Mr. T. Glen Herring. 

Included in the stock of merchandise and soups which I pur- 
chased from Mr. Young was some 200 gallons of Prestone. Prestone is 
a product not distributed by Gulf. Although Gulf representatives 
knew it was a part of the stock which I purchased and for which I 

aid. The entire equipment and stock cost me approximately $2,700 

or which I paid cash. My purchase was made August 1, 1952. 

Approximately 90 days later, as we approached the antifreeze sale 
season, and I was displaying said antifreeze along with the company’s 
distributed products, Mr. Ed Lane and Douglas Campbell, the com- 

any salesman, entered my station and told me to dispose of said anti- 

eeze immediately and unless I did so that I would have to surrender 
the station. I asked him at that time, by what means did he want me 
to get rid of this merchandise. 
e said, “Return it to the supplier” where I got it from. I told 
him my statements to that remark were “knowing Mr. A. F. Young 
not being in the service station business would not want it back. 
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Then he told me to return it to the original supplier who had sold it 
to Mr. Young. Having talked to some other Gulf dealers who had on 
hand some stock of Prestone and having been informed by them that 
the company was not going to permit it dealers to sell Prestone. 

I had already been to the distributor of Prestone to find out if they 
would take it off my hands and what they would pay for it. I was 
told they would buy it back but would discount it 10 percent, which 
amounted to oupectenately a $66 loss. 

I explained the loss I would have to take if I returned it to the orig- 
inal seRp ine and asked the company representatives if it would be 
permissible for me to go ahead and sell that which I had on hand to 
my customers, and not handle any more, but would replenish my in- 
ventories with Gulf antifreeze, to which they replied that they wanted 
it out of there immediately, and didn’t care how I got rid of it, that. 
I could pour it down the drain if I wanted to. 

In this same conversation, they told me that unless I did get rid of 
it that they would cancel my lease. After they told me to get rid of 
it immediately by pouring it down the drain if necessary, I told them 
that before I could tell them anything I would have to consult my 
attorney, and from that day forward I didn’t hear any more of the 
antifreeze deal. 

Then approximately 2 months later I was instructed to clear my 
entire inventory of competitive merchandise or I would lose my lease. 

Mr. Roosrvett. Could I interrupt you there? Who instructed you? 

Mr. Howarp. Mr. Campbell and Mr. Lane and Mr. Herring, at 
different times. 

At that time I agreed to gradually dispose of products except those 
supplied by Gulf. That, then, eliminated the pressure temporarily. 

Approximately 2 months later, without any notice to me, a truck, a 
common carrier, drove up on my driveway with a 4,000 gallon under- 
pie tank and asked me where I wanted the tank put. I told him 

knew nothing about the tank and didn’t want it at all. 

He called the Gulf supplier and they told him where to unload the 
tank and approximately 1 week later they put in the tank and con- 
nected it with the pumps and commenced delivering me gasoline in 
cult of 3,800 gallons each delivery, whereas I had been pur- 
chasing 1,500 gallons, which more than doubled my average daily 
investment in gasoline in my underground storage. 

At the time I purchased the station the Gulf district manager told 
me that at the expiration of my lease contract, or any time I chose to 
surrender possession of the station, the company would repurchase all 
Gulf products on hand at invoice price. 

After having had the trouble that I have outlined above, prior to 
30 days before the expiration of the lease I gave them written notice 
that I did not want to renew the lease and would expect them to take 
the Gulf products off of my hands at the expiration date. 

I had started reducing my inventory, knowing I would not continue 
at this location. The company representatives came to the station, 
discussed the fact. that my inventory was running low and requested 
that I keep my inventory up because the company would take the 
merchandise off of my hands at invoice price when the contract ex- 
pired, and that this well-stocked station would make it more attrac- 
tive to a prospective purchaser. | 
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Relying upon these statements, I replenished my stock. At the 
expiration of the lease I called upon them to make good their promise 
and take the merchandise off of my hands, as they had agreed to do, 
and they refused to do so. I then leased a station from another com- 
pany and had to move all the merchandise I had bought from Gulf, 
which was on hand, to the location and sell it from that location, with 
approval of the other company. 

Mr. Roosrvetr. Mr. Howard, No. 1, what is the company that now 
approves of your selling Gulf products? And would you also tell 
us, are you allowed to continue to sell other products in the company 
under which you now operate ? 

Mr. Howarp. Yes, sir. I operate a Humble station. I moved all 
of my Gulf products over to this Humble station with the consent 
of my supplier, the Humble Co. At the present date, I have 
Quaker State, Gulfpride, and Havoline motor oils, in my stock of 
motor oils. And it is all displayed merchandise. I don’t hide nothing 
behind the shelves. 

Mr. Roosrvett. In other words, you have no trouble with the Hum- 
ble people ? 

Mr. Howarp. Not a bit whatsoever. I have been very well pleased 
with my operation there. 

Mr. Roosevett. All of these agreements, I gather, were verbal 
agreements between you and the three gentlemen ? 

Mr. Howarp. Yes, sir. 

Mr. Steep. Did your original contract with Gulf provide that in 
the event of cancellation of the lease by either party, Gulf would take 
your inventory off your hands? 

Mr. Howarp. Yes, sir. Now, I couldn’t say that my contract made 
that statement, but I was assured whenever I went into the station 
that at that time, that any merchandise I had that bore the Gulf 
label would be purchased back at invoice prices. 

Mr. Steep. When you discussed your difficulties with your own at- 
torney, did he go into the terms of your contract with you ? 

Mr. Howarp. I talked about it with my attorney, and he said if 
they came back, to bring my contract and papers up there. After the 
threat of going to my attorney, I didn’t hear any more on this here 
antifreeze deal. I was permitted to sell the antifreeze out of the 
station. 

Mr. Streep. Did you discuss with your attorney their refusal at the 
end of the term to take these products off your hands? 

Mr. Howarp. No, sir. I was so proud to get out of that Gulf station 
that I just forgot all about it. f just went on over to the Humble 
station, and it seemed like I got with a little better group of people. 

Mr. Streep. Did Gulf find somebody else to operate the station ? 

Mr. Howarp. The station stayed closed for approximately 90 days. 
Then it was reopened under another name. 

Mr. Streep. That is all. 

Mr. Roosevett. Mr. Sheehan ? 

Mr. Surenan. In order to clarify the record, on page 3, where you 
talked about the company representatives coming to your station an 
asking you to keep your stock in good shape, can you identify those 
gentlemen for us? 

Mr. Howarp. Yes, sir. 

That was Mr. Ed Lane. 
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Mr. Sueenan. What was his position with the company ¢ 
Mr. Howarp. He was resident sales manager. 

Mr. SHeeHan. Who else was there? 

Mr. Howarp. Doug Campbell. 

Mr. Sueenan. What was his position with the company ¢ 

Mr. Howarp. Salesman. 

Mr. Sueenan. And both of those told yon to keep your station 
stocked and they would take care of the sales ! 

Mr. Howarp. The inventory, at the end of the period, 

Mr, Surenan. Did you talk to them afterward about their prom- 
ises on this? 

Mr. Howarp. Yes, sir. 

Mr. SueeHan. What was their answer ? 

Mr. Howarp. “You bought the merchandise. You can take it and 
do as you damned please with it.” That is putting it in their exact 
words. 

Mr. Sueenan. In other words, they just completely contradicted 
their previous promise ? 

Mr. Howarp. Yes, sir. 

Mr. Surenan. That is all, 

Mr. Roosrvett. In your opinion, Mr. Howard, did you find much 
demand for products, TB/ niet other than Gulf products while 
you handled the station? The point of my question is to try to estab- 
lish whether it would be feasible for an operator such as you were 
to handle only the products of the oil companies in other lines, such 
as antifreeze and other products, or whether you feel as an independent 
operator that it was necessary for you, for the good of your business, 
to be free to carry other lines. 

Mr. Howarp. I certainly feel that it would be good for my business 
to carry other lines. I am now making that a practice in the Humble 
station. I have a good deal better gallonage in the gasoline business 
than I had in the Gulf station. Mr. Young, the operator preceding 
me, had operated there for 14 years, and he had a complete stock of 
er He wouldn’t sell a Gulf tire. He wouldn’t even think 
of it. 

Mr. Roosrvettr. Now, I am not trying to put words in your mouth, 
but is it your opinion that as a service to the consuming public, that 
you are there to serve, that you do a better job then for the consum- 
ing public when you are free to distribute independent TBA equip- 
ment ¢ 

Mr. Howarp. Yes, sir; I do. I handle at the Humble station the 
complete Atlas line. I handle every product that the Humble Co. sells. 
But I also carry a different line of tires and a different line of some 
other accessory merchandise and a different line of oil, which my con- 
sumers demand me to carry. When they request that they want to 
Segrem certain items, I obtain those items and keep them in inventory 
or them. 

Mr. Roosevetr. In other words, in your present station, you are a 
completely independent dealer ? 

Mr. Howarp. Yes, sir. 

Mr. Roosevett. Mr. Sheehan ? 


Mr. Sueenan. These Atlas products that you buy, do you buy them 
directly from Standard Oil, or do you buy them through Humble? 


Mr. Howarp. I buy them through Humble. 
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Mr. SHeen4n. Through Humble Oil? 

Mr. Howarp. Yes, sir. 

Mr. SHeenan. Is Humble a subsidiary of Standard Oil? 

Mr. Arnotp. Of New Jersey. 

Mr. Sueenan. Standard Oil of New Jersey. 

Mr. Roosevetr. If you wanted to buy Gulf tires—you made very 
clear that you do not want to buy Gulf tires—but if you should, for a 
customer, would you be free to buy it ? 

Mr. Howarp. Gulf wouldn’t sell me, I don’t believe. But as far as 
the Humble Co. is concerned, I could go to another Gulf dealer and 
make a purchase of a Gulf tire from him and then sell it, with the 
exception of putting it on a Humble courtesy card. I don’t expect 
them to stand responsible for that other merchandise. 

__Mr. Rooseverr. No. But you feel that there would be no retaliation 
if you went to buy Goodyear or any other tire that your customer 
seemed to want? 

Mr. Howarp. They have never objected to it, as the Gulf Co. did. 

Mr. Roosrvett. Thank you. 

Mr. Arnold? 

Mr. Arnotp. No questions, sir. 

Mr. Roosevertt. Mr. Dalmas? 

Mr. Damas. No questions. 

Mr. Steep. One question, sir. 

Mr. Roosrvetr. Mr. Steed. 

Mr. Steep. Do you have a lease contract with Humble? 

Mr. Howarp. Yes, sir. 

Mr. Steep. What is the term of it, in time? 

Mr. Howarp. It is exactly the same lease agreement as I had with 
the Gulf Co. The Gulf station was considered an L-3 station. I 
don’t know how they termed that, but that is what the Humble station 
is always considered. 

I had a 1-year contract in both cases. 

Mr. Roosevett. You do have a contract, however, to sell Atlas prod- 
ucts for Humble? 

Mr. Howarp. Yes. 

Mr. Roosevett. But not an exclusive contract ? 

Mr. Howarp. That is right. Nowhere in that contract does it say, 
to my knowledge, that I can’t handle any other line of products. 

Mr. Arnotp. No questions. 

Mr. Roosevett. Is that all, Mr. Steed ? 

Mr. Steep. That is all. 

Mr. Rooseveit. Thank you very much, Mr. Howard. 

At the request of Mr. Gardner, the committee will again hear him 
for a minute, if he is present. 


TESTIMONY OF LEE GARDNER, GREENVILLE, TEX.—Resumed 


Mr. Roosrvetr. Mr. Gardner, I am informed that you would like to 
submit some tape recordings in supporting of the testimony that you 
have delivered. 

Mr. Garpner. The quotes in here, sir, are covered on the tape re- 
cording. The question I didn’t bring it up before was that I didn’t 
know whether you would question the quotes as verbatim or not. I 
do have the tape recordings here. 
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Mr. Roosrvetr. We are not questioning it. But if you would care 
to submit the tape recordings as corroborative testimony, we would 
be very glad to receive them. However, I want to repeat to you what 
I said, that you must realize that these tape recordings are submitted 
under oath that you personally were present when they were made and 
that these are the original recordings that you took. 

Mr. Garpner. These are. 

Mr. Roosevetr. All right, sir. You may submit them. 

Mr. Garpner. Mr. Griffin has those in his brief. I don’t know 
whether he left his brief in there or not. 

Mr. Rooseveur. The committee would ask you to secure them first- 
hand so that ra may personally deliver them to the committee as your 


own personal knowledge that these are the tape recordings that you 
made. 


Mr. Garpner. I will. 

Mr. Roosrvett. Mr. M. O. Rush, of Dallas, Tex. 

Mr. Rush, would you raise your right hand, please. Do you 
solemnly swear that the testimony you are about to give before this 
committee is the truth, the whole truth, and nothing but the truh, so 
help you God? 

Mr. Rusu. I do, sir. 


TESTIMONY OF M. 0. RUSH, DALLAS, TEX. 


Mr. Rusu. My name is M. O. Rush. I am a Texaco dealer at 3700 
Northwest Highway, Dallas, Tex. 

We have had our share of gas wars in our locale and possibly the 
reason we have not had more is the fact that Dallas dealers are aware 
that 17 dealers were casualties in 1 week last year in Fort Worth; 
but due to previous testimony I see no reason to repeat except to say 
that I do not believe the service station operator has knowingly con- 
tributed to the spreading or encouragement of a gas war or any other 
program detrimental to the service station operator, supplying com- 
panies or the motoring public. 

I do believe the supplying companies and the service station dealers 
should be working toward the same goal; that is, the best possible 
service to the motoring pubic, featuring safety and honesty at the 
lowest possible cost. However, in my town I do not believe it possible 
for the service station dealer to maintain honest and safe operations, 
paying livable wages to our employees, following proven company- 
operational procedures and stay in competition with company-con- 
trolled outlets—such stations getting subsidy from the supplier on 
rent, utilities and supplies so they can control the price of gasoline 
and at the same time use this type of records to show so-called inde- 
pendent operators or any other interested party. 

I would like to state to this committee the result of a survey of ser- 
vice station operation in 1954. The Dallas Service Station Associa- 
tion surveyed 100 major service stations equally distributed as to sec- 
tions of Dallas County. 

The results were as follows on 6 cents per gallon margin station : 

Average monthly gallonage, 19,600; average monthly sales, $8,700; 
average monthly net, $427 before income taxes; investments ranging 
from $5,000 to $15,000 per station. 
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If the independent operator is forced to reduce his margin by 1 
cent per gallon to be competitive with the company price controlled 
outlets this means he reduces his average monthly income from $427 
pst month before taxes, to $237 per month before taxes; which is 

elow the average monthly salary of our employees before commis- 
sion and overtime is paid. 

The Gulf Oil Corp., during World War II, operated their service 
stations in Dallas on a salary basis, setting a 4 cents per gallon op- 
erating margin and the pay scale of employees was $20 per week at 
that time instead of $260 per month scale, the current base before 
commissions and overtime. 

These service stations were able to operate at that time on half the 
normal manpower because we had an understanding public. The Gulf 
Oil Corp. lost money on their salary operation during that period of 
time and discontinued this type of operations as soon as dealers be- 
came available. 

This situation that faces us is saddening, to see a great industrial 
empire so full of unrest and turmoil. The suppliers ready to disre- 
gard the years of respect and admiration from the dealer and slowly 
losing the effectiveness of the dealers who are the grassroots section 
of the industry. All this because the dealer is trying to maintain an 
honest and safe operation level for our business. 

Mr. Rooseverr. Thank you, Mr. Rush. 

I would appreciate it 1f you would elaborate a little bit on your 
statement that the Gulf Corp. lost money on their salary operations 
during that period of time. 

Could you tell us what makes you think that you know that they 
lost money ? 

Mr. Rusu. Well, quite a few of the dealers that operated those 
stations during the war on a salary basis are still dealers for the Gulf 
Oil Corp. in Dallas, and they have substantiated that. 

Mr. Yarborough, a gentleman who was a sales supervisor at that 
time over these salaried stations, admitted that to me personally in 
those years. I have been a service-station operator for—I am in my 
twenty-fifth year as a Texaco station operator in Dallas. There 
should not be any question on that statement, but I possibly could 
get some documentary proof of that operation. 

We feel in Dallas, in our territory—and, of course, that is the only 
thing I know anything about—that our dealers, if they want to drop 
their margin 1 cent a gallon, that is fine; if they want to take on trad- 
ing stamps, that is fine, just as long as they are not coerced into doing 
so or forced to do so. Maybe in some locality or some particular sta- 
tion where it is family operated, maybe he can do such a thing, but 
where we have to pay the salaries that are paid, the operating cost 
that is necessary today, I just don’t see how we can be forced into this 
type of operation. 

Mr. Roosrvett. What is your suggested remedy? Divorcement? 

Mr. Rusu. I hate legislation on a company that I think so much 
of as I do my own company and other companies, because I know 
that they represent a lot to our country. But if that is necessary, I 
would like to see divorcement between the retailer and the wholesal- 
ing business. Maybe through liaison work between the Government 
and the industry, it might possibly solve the problem. We in the 
service-station business in Dallas have set up an educational program. 
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We are trying to get it introduced in Southern Methodist University 
at this time to try to educate our old dealers and our young dealers 
that come into the industry, and maybe through public relations some- 
thing might possibly come of it. 

We are on friendly terms with some of the companies. Most of 
them think that we are after the wrong thing. In other words, I 
don’t believe we have done a selling job on it. We have tried—I know 
I have tried and many, many of my friends in Dallas have tried, but 
lam extremely doubtful if we have done a sufficient job of selling them 
on our plight. 

We hear of situations where dealers are making $1,000 a month, 
and I am sure that happens in Dallas, in certain locations where all 
the natural situations are in favor of the dealer. But these figures 
are average, and they can’t stand the reduction that the major oil 
companies are trying to put forth. 

Mr. Roosevett. Mr. Steed ? 

Mr. Streep. Mr. Rush, do you have any idea how extensive the sale 
of independently produced gasoline or the off-brand type gasoline is 
in Dallas? 

Mr. Rusu. I am told that it is something in the neighborhood of 
22 percent, sir. 

Mr. Sreep. In any of your contacts with any major oil-company 
representatives, has that volume of business on the part of the off- 
brand gasolines given them any concern ? 

Mr. Rusu. Well, I have heard remarks to the effect. However, I 
am also told that they supply these independents with about 80 percent 
of their volume. 

Mr. Streep. What is the retail price differential between the off- 
brand gasolines and the branded ? 

Mr. Rusu. Currently it is about 2 cents a gallon. It is 2 cents 
a gallon. 

Mr. Steep. Do you own your own station ? 

Mr. Rusu. No,sir. I lease from year to year. 

Mr. Streep. And in all these years, you have had no difficulty with 
your supplier ? 

i. usu. I have never been checked out. I have developed a few 
ulcers. 

Mr. Steep. That is all. 

Mr. Roosrvert. Mr. Rush, I think you heard the testimony of the 
previous witness. Are you free to sell in your station any products 
other than Texaco products if your customers desire them ? 

Mr. Rusu. I have been called down for stocking merchandise other 
than Texaco products. 

Mr. Roosevett. Mr. Sheehan ? 

Mr. Sueenan. Mr. Rush, in your table where you show the average 
orm net of $427 per month before income taxes, what do you mean 

y “net”? 

Mr. Rusu. Well, that is the net profit after operating costs, salaries, 
and so forth, are deducted from the gross sales. 

Mr. SHreHan. Does the station owner or lessee take out his own 
salary before this net is arrived at? 

Mr. Rusw. No, sir. These are without salary to the operators. In 
other words, this is his total income from the station. 
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Mr. Sueenan. In other words, this is a combination of salary and 
return on his investment, then ? 

Mr. Rusu. Yes. 

Mr. SHeewan. That is all. 

Mr. Roosevetr. Mr. Arnold? 

Mr. Arnotp. No questions. 

Mr. Sueenan. Mr. Chairman, I might like to ask Mr. Rush one 
other question. 

When he was asked about his opinion, he said he would like to see 
the station operation divorced from the company operation. In set- 
ting up a proposal or thought on legislation, however, you must also 
be considerate to the companies. Maybe we have to give them a choice. 
What would be your opinion if they decided that they should operate 
all stations themselves and have no lessees ? 

Mr. Rusu. I think that that should be a choice of the company. 

Mr. Surenan. I agree with you on that. I think that they should 
be given a choice rather than told just one method of operation. 

Mr. Rusu. Certainly. I think that we have no right to dictate their 

olicies. 
' Mr. Roosevett. Thank you, Mr. Rush. 

The committee will now hear Mr. George H. Roy, of Springfield, 
Mass. 

Mr. Roy, I would like to explain to you that the committee will 
have to adjourn shortly after 12 o’clock. So I hope that the 15 min- 
utes, roughly, or 20 minutes, will be sufficient for you to give your 
testimony. 

Mr. Roy. It will take me longer than 15 or 20 minutes, Mr. Chair- 
man. 

Mr. Roosrvett. Now, because you have only checked in this morn- 
ing and Mr. Arnold tells me that he has not had a chance to work with 
you and coordinate with you, could you stay over until the hearing 
tomorrow ¢ 


aes ee We have plane reservations to go back this evening 
at 9: 20. 

Mr. Roosrvet. Then if you will wait just a minute, I will confer as 
to the convenience of my fellow members on the committee. 

(Discussion off the record.) 

Mr. Roosevettr. Mr. Roy, the committee, then, will hear you, but we 
will have to tell you that if there is a quorum call, we will have to ad- 
journ, and we will hear as much of you as we can. We are sorry you 
cannot stay over. And if you want to supplement your statement in 
affidavit form, the committee will be glad to receive it. 

Mr. Roy, I will swear you. Hold up your right hand. Do you 
solemnly swear that the evidence which you are aborts to give before 


this committee is the truth, the whole truth, and nothing but the truth, 
so help you God ? 


Mr. Roy. I do. 


TESTIMONY OF GEORGE H. ROY, SPRINGFIELD, MASS. 


Mr. Roy. My name is George H. Roy. I am president of the Hamp- 
den County Gasoline Dealers Association, in Springfield, Mass. 

The first thing that I would like to talk about is that a major oil 
company representative premeditated our cut in our profit. That 
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happened in this way: Socony Vacuum operates a station over on 
State Street, in Springfield, Mass., and they were underselling legiti- 
mate dealers, represented by major brands, by 1 cent. 

So I called this representative and asked him to meet the prevailing 
price along the street in Springfield, and I had quite a few words with 
him, and he says, “You fellows are making too much money. We are 
going to cut you down to 4 cents a gallon, and you will like it.” 

Mr. Arnotp. What was the name of this person, now ? 

Mr. Roy. Mr. Carl Mattson, the representative of the Socony-Vac- 
uum Oil Co. in Springfield. 

Mr. Sreep. Is this station a company owned and operated station ? 
It is not a leased station ? 

Mr. Roy. This is a company owned and operated station, yes, sir. 

So I said, “Mr. Mattson, we will probably work for 4 cents a gallon, 
but we won't like it.” 

So he said that he would take a survey and let us know, but shortly 
afterward we were working for 4 cents a gallon. 

Mr. Sueenan. If it was a company owned and operated station, it 
would not make any difference at what price he operated, would it ? 

Mr. Roy. I beg your pardon, sir ? 

Mr. SuHeenan. Were you right in saying it was a company owned 
and operated station ? 

Mr. Roy. Yes, sir, it is a company owned and operated station. They 
operate the station on State Street. 

Mr. Sueewan. Then they have a right to sell at whatever price they 
want. They are not harming you. 

Mr. Roy. No. The story is that we do like to make our legitimate 
profit. At that time we were making 5.3 cents on regular, and 5.8 
cents on ethyl. 

Mr. Roosrvett. Now, you are not talking about the other stations 
that are not company owned and operated ? 

Mr. Roy. That is right. 

Mr. SHeenan. I see. 

Mr. Ror. This one station—— 

Mr. Surenan. That is not you, then ? 

Mr. Roy. No. That is not us, or the fellows that I represent. 

Shortly after, I should say, 4 or 5 weeks, we started to work for 4 
cents a gallon. To me this is a premeditated price cutting in our profit. 
Stations today should make, according to a survey in Massachusetts, 
5.3 and 5.8, in 1950. And this survey was taken by one of the leading 
firms in Boston, and they came up with a 5.3-5.8 cents per gallon profit 
in gasoline. A dealer cannot exist or make a legitimate profit if he 
doesn’t make that profit. 

The second thing is discrimination. We have in Springfield, stations 
selling products to one dealer at one price and selling some products 
to another dealer at a different price. Dealers in the downtown area 
buy gasoline at 19 cents—this is an example—per gallon. The uptown 
dealers pay 21 cents per gallon—the same brand, the same kind, and 
the same truck makes the deliveries. 

This isn’t fair, and it causes price wars. I maintain that the tank- 
wagon price should be the same for everyone, when the major oil com- 
pany truckload tank takes the gasoline 4 miles away. We are right 
into a situation on the borderline of Connecticut and Massachusetts. 
Now, these tankers take gasoline from the bulk plant, past numerous 
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numbers of stations along into Connecticut, and they buy their gaso- 
line 2 centscheaper. That isn’t fair, because our trade looks for price, 
and when price is 2, 3, 4, or 5 cents differential, the local dealers in our 
area cannot exist because their volume is lowered a great deal. 

The differential in tax, I will say here, is 1 cent per gallon between 
Connecticut and Massachusetts. 

Mr. Streep. That is the wholesale price ? 

Mr. Roy. The difference in tax. But your wholesale price is 2 cents 
lower. 

Mr. Steep. That gives a 3-cent advantage, then, to the-—— 

Mr. Roy. To the dealers in Connecticut, that is right. 

Mr. Sreep. Is this discrimination in wholesale pricing practiced by 
all companies, or it is confined to any particular company ? 

Mr. Roy. Well, Socony-Vacuum is the one that I am referring to. 
They have a station right at State Street, and this station here 1s in 
Massachusetts. And they claim in order to meet competition in Con- 
necticut, that they have to sell to this dealer a little bit cheaper. And 
I say that this is discrimination, because if the major oil company 
sells to one, I don’t care where he is located, he should sell at the same 
price in that area. They should sell the same tank-wagon price to 
every dealer. And this is not being followed in this particular in- 
stance. And this fellow here has a station that in my estimation, ‘a 
good gallonage would be 25,000 gallons per month, and his gallonage 
runs into 160,000 or 180,000 gallons per month, drawing that gasoline 
from our dealers farther down the line, the Connecticut line. 

Mr. Steep. What is the difference in his retail price ? 

Mr. Roy. Two cents per gallon. But he pays the same tax as we 
do, because he happens to be in Massachusetts. 

Mr. Streep. So he consistently undersells the other Massachusetts 
dealers ? 

Mr. Roy. He undersells us 2 and 3 cents per gallon. 

Mr. Steep. You know of your own personal knowledge that he gets 
a lower whoesale price ? 

Mr. Roy. I have talked to one of the salesmen, and they won’t come 
out and tell you, but in order to exist at that station, he has got to get 
a cheaper price. The door has got to be open from the back. Some- 
thing is going on that is not proper. 

Wholesalers and distributors: We have in our area wholesalers and 
distributors that cause legitimate dealers very much grief. These 
wholesalers and distributors have stations that are in direct competi- 
tion, underselling us from 2 to 4 cents per gallon. Why? One dis- 
tributor is selling branded gasoline, a tool for a large major oil com- 
pany, 2 cents under branded gasoline. Deals are made by the major 
oil companies, Socony or any one of them, and the distributor does the 
dirty work to accomplish what this large major oil company directs 
him, what they want. 

It is a very bad feeling in the oil industry in our locality. 

Mr. Sreep. Are you saying that there is a middleman between the 
major oil company and the retailer ? 

Mr. Roy. There is. We have Kervine in Springfield—that is a dis- 
tributor for the Socony- Vacuum. 

Mr. Streep. And you have to buy from him to get Socony-Vacuum 
products? 
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Mr. Roy. That is right. That is all he sells, is Socony- Vacuum, 
and he has 10 or 15 retail outlets himself or under lessees, and he sup- 
plies them with gasoline. Now in our particular area, where I come 
from, the Forest Park section, we have a Socony dealer that buys from 
Kervine. That there is a distributor for the Socony oil. This fellow 
sells gasoline 2 and 3 cents per gallon cheaper than we can at retail. 
There is a deal going on there between Kervine and this distributor, 
and he is causing a fot of trouble in our area. Our gallonage drops 
way down, and it is putting some of the boys out of business. 

Now, these—— 

Mr. Streep. Do other major oil companies use the distributor system, 
or do they deal directly with their dealers ? 

Mr. Roy. We have Calso, Richfield, Socony-Vacuum, and that is 
all that I know of, in our locality. My company, the Texas Oil Co., 
did away with distributors because they are a headache. They cause a 
lot of price wars, they cause a lot of grief. 

Now, talking to one of my salesmen, he was telling me that the 
Texas Oil Co. had a dealer signed up to sell Texas gasoline, but the 
Socony representative came and gave him a deal approximately the 
same as theirs. The Texas Co. had this man signed up to open up 
with Texas products. Finally, Kervine was sent in, I was told, and 
made a deal with this dealer, and it was a better deal. So he called 
up the Texas Co. and told them that he was going to handle Socony 
gasoline instead of Texas. Sohesays,“Why?” 

Well, they gave him things that Texas couldn’t give him; so I was 
told. And the Texas Co. ripped up the contract because they couldn’t 
do anything further along that line. 

Mr. Streep. Do you know any Socony-Vacuum dealers, lessee-oper- 
ators, handling Socony-Vacuum products who are also required to 
carry the TBA lines set by Socony- Vacuum ? 

Mr. Roy. The majority of the Socony- Vacuum dealers are required 
tosell TBA. You see, the TBA—Socony-Vacuum handles their own. 
So they more or less pushed on to dealers and 
i _ Streep. Does a distributor handle that end of the business for 

1em ? 

Mr. Roy. No, that I don’t believe. I am not familiar with that. I 
don’t think Kervine would. 

Mr. Sreep. That is in the stations where the real estate is owned, 
the station itself is owned ty Socony- Vacuum ? 

Mr. Roy. Not necessarily. This particular station that I am re- 
ferring to that is underselling us by 2 and 3 cents per gallon is owned 
by Kervine and leased by this particular party, but this particular 
party bought the lot next door to safeguard himself, and built the sta- 
tion there in an overall station. So he has a lease, a 99-year lease; so 
he is protected as far as lease is concerned. And he has this station in 
part and Kervine’s station in the other part. 

Now, Kervine has other outlets along Walnut Street, and they under- 
sell in this area 2 or 3 cents a gallon. 

Distributors, in my estimation, are a very, very bad influence in any 
locality, because there is so much underhanded means of doing busi- 
hess with a dealer that Socony-Vacuum will not stick their neck out 
tocover, Heistheman that does the dirty work. 

Now, some of these distributors are Cities Service. They are oper- 
ating right now a station and cutting the price. Cities Service, 
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Kervine, Calso—they are all distributors, and they are branded gaso- 
line, and they are underselling us by 2 and 3 cents a gallon, which isn’t 
fair to a good, legitimate dealer for the major oil company, to put 
them in direct competition. 

We have to pay rent, high rentals, and get a living out of these 
stations. 

Mr. Sreep. Do you know of any station in your area that is owned 
by Socony-Vacuum or any of these other companies and leased by 
those companies ? 

Mr. Roy. Yes, there are a lot of leased stations owned by Socony- 
Vacuum. 

Mr. Streep. And these stations after they are leased by Socony- 
Vacuum to some individual, are they then supplied by this distributor 
that you mentioned ? 

Mr. Roy. Well, Socony- Vacuum has their end of it and Kervine has 
hisend. He isa distributor. He buys his products as a wholesaler and 
distributor, and he is putting himself in direct competition with good, 
leased dealers. He represents Socony-Vacuum as their distributor 
and wholesaler. 

Mr. Roosrvetr. I think Mr. Steed’s question was, Does Mr. Kervine 
also supply the leased stations of Socony- Vacuum ¢ 

Mr. Roy. No, not that I know of; no. 

Mr. Roosrverr. In other words, they are also in the distribution 
business along with Mr. Kervine? 

Mr. Roy. That is right. No, I can’t know of any instances of that 
nature. 

Fluctuating prices: We have fluctuation in Springfield. Gasoline 
prices go down, and 2 days later, they will go down lower and reach 
the bottom, which recently here—we reached 15.9, and all of a sudden it 
jumps up to 25.9 and 26.9. I mean, the public, the consumer, says, 
“Isn’t there some way of getting a stable price here? One day it is 
low; the other day it is way - in the air. What kind of money are 
these major companies making ?” 

I said, “It is none of my business, but I know we don’t like to change 
prices, fluctuating this way.” 

Mr. Sueenan. However, Mr. Roy, might I say the consumers like 
some of these price fluctuations, especially when they are low. 

Mr. Roy. Yes. Right here I will go along with you, provided we as 
dealers could make our legitimate profit. A legitimate profit is what 
we need, and we are not getting it through the major oil companies’ 
neglect in some line. We are not getting it. 

Mr. Sreep. You say that in Springfield in recent months there has 
been a range in price of retailed gasoline from 15.9 to 26.9? 

Mr. Roy. The low was 15.9 on price wars, and all of a sudden we took 
a jump up to 25.9. It was about 10 or 11 cents a gallon that it took a 

ump. 
Mr. Sreep. What was the wholesale price? 

Mr. Roy. We were paying at that time 13.9, I believe, or 13, and that 
was tax, and they were subsidizing us 2 cents a gallon. We were mak- 
ing 2 cents off the pump and 2 cents subsidization. We were making 
4 cents a gallon. 

Mr. Sreep. And when it went up to 25.9, what is the wholesale price? 

Mr. Roy. 21.9. We were making still a 4-cent spread. 
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Mr. Sreep. And this is a price change that would take place within 
a 24-hour period ? 

Mr. Roy. Not a 24-hour period. On this particular rise it did take, 
within 36-hours, a 10-cent rise per gallon. 

Mr. Sreep. In other words, the major oil companies found it pos- 
sible to wholesale their products in your area for, in effect, 11.9 one 
day, and had to have 21.9 the next day? 

Mr. Roy. That is right. 

Mr, Axnota What was the retail price before the gasoline war 
began ? 

Mr. Roy. We were getting 24.9, 27.9, 23.9, 26.9, and we were as high 
as 29.9. 

Mr. SHeeHan. Mr. Roy, if at the bottom of the retail price war you 
were making 4 cents a gallon when you were selling it to the consum- 
ers at 15.9, and then the next day you were selling it at 25.9 and you 
were only making 4 cents a gallon, why shouldn’t you prefer that it 
remain at 15.9? 

Mr. Roy. We do. We want the price so that the consumer can buy 
the product cheap. But on the other hand, what we are interested in 
also is our profit. Now—— 

Mr. SHeenan. You get the same profit either way. 

Mr. Roy. We are investing more money. We are investing more 
money. And another thing, when these price wars occur 

Mr. Roosrvetr. I do not quite understand. Why are you investing 
more money ? 

Mr. Roy. If we pay 13.9 for gasoline, and we have to pay 21.9 a 
tanker, we will say, costs us $500 at 13.9, and when it jumps up to 21.9, 
we have to put in $1,000. We have to invest more money in the 
product. 

me Roosevett. What you are saying is that you prefer the low 

rice ? 
: Mr. Roy. That is right. If we are going to make 4 cents a gallon. 

Mr. Sueenan. In other words, you nae the price war? 

Mr. Roy. No; we do not want the price war. 

Mr. SHeenan. You are getting the same profit, and you want the 
lower price. 

Mr. EVELT. You do not have as much money invested in it. I 
do not see what you are complaining about. 

Mr. Arnoxp. In other words, what you mean is that for 100 gallons 
of gas, if it is only 11.9, you do not have to pay so much for the gas? 

Mr. Ror. That is right. 

Mr. Arnotp. You do not have to pay so much out. And if it goes 
to 21.9 you have to pay more out? 

Mr. Roy. That is right. 

Mr. Sueenan. How do you pay for this gas? 

Mr. Roy. Cash. 

Mr. SuerHan. What is the delivery? 

. Roy. Cash on delivery. 

Mr. Roosnvett. In other words, if you could find something to keep 
this price down to 13.9, you would be perfectly happy? 

Mr. Roy. I am working on the same margin of profit. 

TI have been in the business 22 years, and I am working on the same 
margin of profit that I did 22 years ago. Now, I don’t know of anyone 
working on the same margin of profit for 22 years. When the cost of 
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living has gone up tremendously, our rents cost more money. Help 
costs more money. Everything along the line. 

Mr. SueeHan. But you sell more gas than you did 22 years ago. 
There are more cars on the streets. 

Mr. Roy. Twenty-two years ago we didn’t have as many cars, sir—— 

Mr. Sreep. But you did not have as many service stations, either. 

Mr. Roy. That is another angle. We didn’t have as many service 
stations, either. 

Now, just one instance here. I was talking to these dealers. About 
22 years ago on State Street, there was one gasoline station from State 
Street to Winchester Square. Today there are 12—11 or 12 stations. 
Now, your volume is not increased, but our profit is still the same thing. 

Mr. Streep. What you are really trying to say is that regardless of 
what the retail price is, that 4 cents is not a sufficient margin of profit? 

Mr. Roy. No; it is not. We have proven that with a State survey 
taken in 1950, that the State survey in 1950 said we should make, to 
make a legitimate profit, 5.3 and 5.8 per gallon. 

Mr. Roosrvett. Mr. Roy, can I ask you one other question before 
we allow you to proceed? Is it the common practice to guarantee this 
4-cent spread in the Springfield area reganttieéi of the price? 


Mr. Roy. No; it is not a common practice. There is no guaranty. 
The major oil companies, like I said here in the beginning, to me they 
set out profit and they set the tank-wagon price, and from there we 
add on our 4 cents, and that there is your retail price. 

In other words, they are setting prices. 

Mr. Roosevertt. Yes; I understand that. But what I am trying to 
get at is, are you always guaranteed your 4-cent margin of profit? 


Mr. Roy. Yes; we make 4 cents a gallon. 

Mr. Roosrvett. And that is common practice in all the companies 
in this area ? 

Mr. Roy. That is right. They give us a subsidy to make the 4 cents. 

Mr. Roosevett. The reason I ask you is that this is contrary to pre- 
vious testimony before this committee, that in many instances, when 
the price goes down, the margin of profit disappears sometimes en- 
tirely. 

Mr. Rory. No. We haven’t had that incident. We are making 4 
4-cent profit. But I understand here in recent talks that we are going 
to be cut to 3 cents, and that there we won’t like, either. 

Mr. Sueenan. Mr. Roy, I would like to get one thing straightened 
out inmy own mind. I assume you are operating a gas station yourself. 

Mr. Roy. I am an independent. That is, I have a lease with the 
Texas Oil Co., but it is my station. I am paying them indebtedness. 
Every gallon of gasoline that comes into my station, I pay them on 
my mortgage and interest. 

Mr. SueeHan. Would you hazard a guess, if you can, as to what 
your gallonage in your station for the month, or a period while you 
were selling it at 15.9 cents — gallon as compared with a similar 
period when it went up to 25.94 

Mr. Roy. Well, my gallonage before the price war—I will start with 
that—before the price war, was 17,000 or 18,000 gallons per month 
Now I am pumping 11,000 or 12,000 per month, due to price wars and 
independent or unbranded gasoline. 
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Mr. Sueenan. Wait a minute, now. Don’t get ahead of me. I am 
a little slow here. Before the price war, you were selling it at what 
price per gallon ? 

Mr. Roy. 25.9. 

Mr. Surenan. And then you were selling it at 15.9? 

Mr. Roy. We went as low as 15.9. 

Mr. SuHeenan. What was your gallonage then? 

Mr. Roy. About 11,000. I didn’t increase in business. You don’t 
increase in business. 

Mr. Roosevett. It sounds to me as if you lost business. 

Mr. Roy. That is right. I lost roughly 5,000 or 6,000 gallons per 
month, and that is a common occurrence in our area. I have a man 
here that has lost about 80,000 gallons in 1 year—lost. He used to 
pump 25,000 or 28,000 gallons, and today he is pumping 12,000 or 
13,000. 

Mr. Streep. What you are saying is that the less you sell it for, the 
less you sell? 

Mr. Roy. That is right. 

Mr. Roosevett. That somehow does not make sense, Mr. Roy. 

Mr. Roy. Well, I know it doesn’t make sense. 

Now, I am going to get along here in a few minutes and show you 
distributors selling to nonbranded gasoline. You will see what I mean. 

We have stations selling nonbranded gasoline in the Springfield 
area that are selling gasoline 5 cents cheaper than the branded gaso- 
line. Itisalways 3,4, and 5 centscheaper. 

Now, a station that I say should pump 4,000 gallons per month is 
pumping 140,000 and 150,000 gallons a month. Now that gallonage 
is taken from somewhere. It is taken from independents, good legiti- 
mate dealers, and it is pushed down that way. 

Mr. Roosevetr. But why? Because they are selling at a lower 
price? 

Mr. Roy. That is right. 

Mr. Roosrverr. And yet you tell me that when you sell at a less 
price, you lose gallonage. 

Mr. Roy. Well, I can’t compete with the price that he gets. We 
can’t compete with that, with a branded 

Mr. Streep. You mean when you were selling at 15.9, they were sell- 
ing at even less than that ? 

Mr. Roy. No; they were about that price there when they hit bot- 
tom, but if I sell my price, we will say, in a price war at 19.9, he gets 
16.9. There is a 3-cent differential, and we can’t go ahead and meet 
that type of competition. 

We will go along with a 2-cent differential on a nonbranded gaso- 
line, but when it comes to 3, 4, and 5 cents a gallon—— 

Mr. Roosrverr. But don’t you pick up as you go down nearer to his 
price? Don’t you pick up gallonage? Your testimony indicates that 
you lose gallonage. 

Mr. Roy. In instances we do. We have lost gallonage in my par- 
ticular locality, and there are several stations in our locality that are 
confronted with the same situation. We are hard hit in the Forest 
Park area, on this particular thing. 

On White Street, that is a downtown section, we have the same prob- 
lem. There, gallonage soars up to 150,090 or 160,000 gullons a month. 
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The normal] gallonage a month would be, for them, 4,000, 5,000, and 
6,000 gallons. 

We have the Palmer area that cuts these prices the same way. We 
have the Connecticut area. We are squeezed right in. We are wedged 
right in there. 

{r. Roosrvett. What I am trying to get at is, why do you think 
you should sell 17,000 and 18,000 gallons at 29.9 cents a gallon, and 
sel] 11,000 and 12,000 gallons a month when you are down to around 
15.9 cents? 

Mr. Roy. I don’t know. But that is the way it works out, 

Mr. SueeHan. You see, every bit of testimony, practically, here 
before our committee has been that as the price war progresses and as 
the prices get lower the volume goes way up. 

ou are the exception to the rule. 

Mr. Roy. In our case, around our locality, in this particular local- 
ity that I am talking about, the dealers have taken a loss, a tremendous 
loss. Why, I don’t know, whether it is because people get it down— 
now, another thing, we are on the outskirts where these price wars 
start. Now, when a major oil company subsidizes us at the outskirts 
of the distressed areas, we don’t get that for 2 or 3 days. So we lose 
business that goes downtown. We don’t get a subsidy for 2 or 3 days. 
So we can’t meet that low price, 

Do you see what I mean? 

Mr. Roosrvett. Mr. Roy, I am going to suggest that you proceed 
with your specific complaints before the committee. Frankly, I am 
a little confused at this point. But we are interested in the complaints, 
and I understand that the first complaint that you have made here 
is that you do not feel that the margin of profit under which you are 
operating is sufficient to enable the average retail dealer to stay in 
business 1n your area. 

Mr. Roy. That is right. 

Mr. Roosrvett. Now, go ahead from there. 

Mr. Sreep. He also has said that the distributor-retailer relation- 
ship is unfair. 

Mr. Roosevett. That is right. 

Mr. Roy. That is right. 

Mr. Roosevett. Now, go ahead from there. We can only hear it for 
about 10 minutes. 

Mr. Ror. Allright. I willmake it snappy. 

Mr. Roosevett. So try to bring your complaints together as quickly 
as you can. 

Mr. Roy. I mentioned that the distributors were selling to, non- 
branded stations and underselling us 4 and.5 centsa gallon. 

Now, we have a dealer here in Springfield that sells one brand of 
gaenline, and across the street from him another brand of gasoline is 

ing sold. 

Now, the No. 1 station was selling gasoline for 25.9; the No. 2 station 
was selling for 24.9. So the salesman came to the No..1 station and 
says, “You meet his competition, 24.9.” 

He said, “No, I am making a legitimate profit, and I want to stay that 
way. I wantto make my profit.” 

He says, “Listen, you have got to go down.” 

He says, “I won’t go down.” 
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He says, “Your lease is coming up, and you owe us roughly $1,800, 
and we are taking a penny a gallon now on the indebtedness. From 
now on if you don’t meet competition, we are going to take 3 cents a 
gallon on your indebtedness.” 

So I brought this boy down to Judge Keyes, our local attorney, and 
he said just what I said, but Judge Keyes asked him to sign the paper, 
and he says, “I don’t want to be mentioned. I will stay the way I am.” 

I mean, that is the kind of treatment that is being forced on dealers 
in our area, also. 

Mr. Steep. You are saying that his No. 1 operator, then, was coerced 
into coming down on his price ? 

Mr. Roy. To 24.9. 

Mr. Steep. What did that cut his margin of profit to? 

Mr. Roy. At that time, we were making 5.3 and 5.8. So it cut him 
down to 4.3 and 4.8, at that time. This was about a year and a half 
ago. 
I mention also subsidies here. I am going to go through. 

Subsidy is a very bad factor to dealers, because a dealer likes to go 
ahead and make a legitimate profit and know where he stands. 

Now, I am interested in a low cost of the product, and also in the 
profit that I make. Now, according to the State survey, if we make 
5.8 and 5.8, I don’t care what gasoline sells for. It can be sold for 10 
cents a gallon, as long as I make my profit. I have a family and the 
dealers Sa have families, and a dealer today is not putting aside 
any money for the education of his children or the future, and also is 
not saving any money for old age or if he is in some way incapacitated 
to work. 

Mr. Roosevett. Mr. Roy, what you are trying to say is that you think 
subsidies as such should be abolished ? 

Mr. Roy. That isright. Subsidies are no good to any dealer. 

I mention unfair competition. 

Mr. Streep. Is it not true in the case of subsidies that it is at the com- 
pany’s will and pleasure when you receive them and when they stop ? 

Mr. Roy. I didn’t get that. 

Mr. Sreep. A subsidy is something that is given by the company 
when it desires to doso? You have no way of knowing when they wi 
start or when they will stop ? 

Mr. Ror. That is right. I mentioned forced TBA. 

Now, I mention here the public is being plagued by high gasoline 
prices, not necessary. 

Major oil companies build up a great many stations, and along the 

lines there are good stations and deadheads. What increases the cost 
of gasoline hig er than it should be in my estimation is that someone 
has to pay for those stations, the deadheads, They pay maybe 
$30,000 or $40,000 for those stations, and they are closed, or they have 
to get operators themselves to operate them and pay a lot higher wages 
to an operator that they hire because there is a law that says they have 
to pay a truck driver’s wage, or union wage. 
_ And that there has a tendency of increasing the price of gasoline, 
in my estimation, very high, because you go along the highway and 
you will see a great many stations that are closed. Somebody has 
to pay for them. And that is in the cost of your gasoline. 

Mr. Roosrvett. When you say someone has to pay for them if they 
are closed, what do you mean by that? 
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Mr. Roy. That is right. The consumer pays for them in the cost 
of gasoline. 

Mr. Streep. What you are saying is that when a company makes 
an uneconomical investment in a filling station, it manipulates around 
in other ways to absorb that loss? 

Mr. Roy. That is right. 

Now, when we have a price drop dealers load up for the weekend, 
Wednesday, Thursday, Friday, and Saturday. They load up for a 
weekend. 

In my case several times last year—maybe 10 times—I had 6,000 
gallons of gasoline under the ground ready for resale. All of a sud- 
den the next morning, a 2-cent drop per gallon. I am taking a loss 
of $120 on my profit. Now, I am culling four. I am taking a drop 
of 2 cents. hairs 2 cents left to operate a station, pay wages, pay 
rent, and so forth, all the way through, which is not fair. 

I should think that the major oil companies should pay for what is 
underground if they want to continue price wars, because this is 
throwing a great many dealers out of business. In this particular 
instance here it is tremendous. I mean, you take 5, 6, or 7 times in a 
short period of price drop and of 2 cents a gallon; dealers can’t afford 
to stand the gaff, 

Mr. Streep. Are you saying that they always load up before they 
cut the price? 

Mr. Roy. No, I am not saying that they load us up, but we have to 
have an ample supply of gasoline for our trade, and when they lower 
the price, we have that quantity in our tanks and we are taking a loss. 
We are making 4 cents, and this loss here is 2 cents; so we are making 
2 cents a gallon. 

Mr. Sreep. That is a quorum call, If you would like a moment or 
two here to summarize, I suggest that you do so, because we are going 
to have to answer that call. 

Mr. Roy. All right. 

Now, we have taken steps, we have sent telegrams to the Federal 
Trade Commission on violations. We have had detective agencies 
look into things here on the Connecticut situation. That is the detec- 
tive agency that we hired. And we wanted to get some way of 
straightening this thing out. 

Mr. Roosrvetr. Do you want to submit this to the committee ? 

Mr. Roy. Yes, you can have this, and you can have this, and you can 
have this also, Mr. Roosevelt. 

Mr. Roosevetr. These will be accepted. 

(The letter and telegram referred to are as follows :) 

Investigation re gasoline retail dealers, Enfield Street, Thompsonville, Conn., 
July 31, August 1, August 3, 1953. 


As a result of the investigation on the above dates, the following relative 
information was secured: 

On July 31, 1953, 1 gallon of Amoco, high-test at 27% cents was purchased 
rs Locariene’s Amoco Station, Enfield Street, Thompsonville, Conn., at 

: 30 p. m. 

On July 31, engaged Mr. Don Traiano, Sr., in conversation about the gas 
business. Upon inquiry about the price war, he advised that his company tells 
him when he can cut prices to meet competition. He stated further that his 
company will not support him or any of its retail dealers if they start a price 
war. He advised that he operates on a 3 percent margin while Springfield 
dealers are operating on a 5 percent margin. When questioned about obtaining 
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gas from a cheaper source, he stated that all of his comes from the Sun Oil 
Co. in East Hartford, and he does not get gas from any other source. 

On August 1, 1953, interviewed a man identified as Eddy at Hogenski’s Atlantic 
Station, Enfield Street, Thempsonville, Conn. Inquiry was made of Eddy as 
to where a tanker truck could be rented “without questions asked.” Eddy ad- 
vised that Frank Smyth of Prospect Street, Thompsonville, Conn., could take 
care of that. He stated that Frank didn’t ask any questions but that he prob- 
ably wouldn’t haul gas for anyone else because he usually brought his own 
gas to the dealers. Eddy said, “If you want Calso in your tanks, Smyth has 
unmarked trucks. We eall it bootleg gas.” Inquired if this was “farmer gas,” 
Kiddy replied that he imagined that it was where Smyth obtained his gas, but 
he added that no one knew for certain. Eddy added that Smyth delivered 
to the Miller Oil Co. next door, in an unmarked truck. He also stated that 
Smyth would have his trucks arrive at any hour of the night that was neces- 
sary. He further stated that Smyth could deliver in 4,500 gallon lots, but he 
expressed no knowledge of actual prices. 

On August 1, interviewed employees at Trainer’s Station and was told that 
Smyth asked no questions and would deliver gas anywhere. They further 
advised that Smyth works at Trainer’s on Sundays. 

On August 3, 1953, at 12:30 p. m., interviewed “Joe” at J. G. Mobilgas 
Station. Gas there regular—quoted at 23.9. He claimed no knowledge of where 
to obtain tankers or to buy gas at a cut price in the area. He was a Very 
reticent individual. 

Shortly, thereafter, saw Frank P. Smyth, approximately 70 years old and 
inquired about gas price by tank wagonload. He said I would have to see his 
son Francis at 1: 30 p. m. 

At 1:30 p. m., interviewed Francis Smyth, while posing as a station owner 
from Northampton who was interested in getting a tanker. Mr. Smyth advised 
that he could rent me a tanker. I asked if there would be any questions asked, 
and he said, “No.” He replied, however, that he could even pick up some of 
“that” gas for me. I inquired as to quantity and price. With 4,685 gallons of 
gas in a tank load, composed of 1,585 gallons of hi-test in front compartment, and 
3,100 of regular gas in back compartment, the cost would be $987. (See estimate 
in Smyth’s own writing attached.) Smyth said that this gas cost $0.14 a gallon 
with taxes of $0.04 and $0.02 in Connecticut and $0.05 and $0.02 in Massachusetts. 
Hence, I would pay $0.21 a gallon. Smyth, at this point, interjected the remark, 
“You could start a G. D. price war that would have them all on their ass.” I gave 
Smyth to understand that my station was Mobilgas. He said that in that case, 
in Massachusetts I was paying 23.9 before I even get it into my tanks. He stated 
that the nearest anyone could possibly come to this price would be $1,200. He 
further stated that in Connecticut, the stations with his gas were getting the gas 
for $0.20 a gallon but that I would get it for $0.21 because of Massachusetts tax, 
but by leaving price up and not starting a war, I would make 2.9 per gallon more 
than my competitors before I even began. I asked what kind of gas this bootleg 
gas would be. He said it’s Calso or I can get Richfield, City Service, or even 
Atlantic. He said on my query that, of course, all this went right into the Mobil- 
gas pumps. I inquired about delivery, and he said they take care of everything. 
He said that they get the gas from Rocky Hill and that the guy who is pushing 
it is “Cundo, a New York Jew” who is after Smyth to sell some of this up in 
Massachusetts. Cundo is the Richfield sales representative and Smyth said 
because of this he can’t go around soliciting this bootleg gas himself so he leaves 
it up to Smyth. Smyth said the Rocky Hill storage place has facilities for 11 
million gallons. He said “I do quite a big business around here, Trainer’s Esso 
Station takes three truckloads a week.” Cundo, incidentally, has the Safeway 
Station in East Hartford. 

This investigator stated that I would return in a few days with young Barney, 
whom I was planning on taking station over with from his dad who was retiring, 
and that I was positive this was the lowest estimate we had received because 
I knew others were way over that. We parted on excellent terms. 


May 13. 
The Drrector, Feperat. Trape CoMMISSION, 
Washington, D. C.: 
Request that you take immediate action to investigate what we, the members 
of the Hampden County Retail Gasoline Dealers Association, feel is a violation of 
the Robinson-Patman Act in that the retail gasoline dealers of Thompsonville, 
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Conn., are able to undersell the retail dealers of Massachusetts by from 5 to 7 
cents per gallon which is from 1 to 3 cents per gallon less than is charged the 
Massachusetts dealers by the supplier. We feel a violation exists on the part of 
the supplier. 
Grorce H. Roy, 
President, Hampden County Retail Gasoline Dealers, Springfield, Mass. 

Mr. Roy. I think that is about all. 

Mr. Roosevetr. Mr. Roy, we want to thank you for coming down. 
I am sorry we had to rush you so. 

Mr. Sreep. Mr. Chairman, I would suggest that if he has anything 
additional, especially in the form of recommendations, that he might 
confer with our committee counsel here and arrange to do that in affi- 
davit form. 

Mr. Roosrvetr. That is an excellent suggestion, and if you would 
confer with Mr. Arnold, who is our committee counsel, and if you 
have other material or if you want to have a written summary, if you 
will submit it under oath, Mr. Arnold will accept it from you. 

Mr. Roy. All right. 

Here are letters that I got from some the dealers. There is one from 
Hartford, here. 

Mr. Arnotp. You may submit them. I will talk to you. 

Mr. Roy. Allright. Fine. 

Mr. Roosrveir. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:30 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Friday, April 22, 1955.) 
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FRIDAY, APRIL 22, 1955 


Hovse or REPRESENTATIVES, 
Suscommirree No. 5 or THE Setect ComMITTEE 
To Conpucr a Srupy AND INVESTIGATION OF 
THE PROBLEMS OF SMALL BusINEss, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
445, Old House Office Building, Washington, D. C., Hon. James Roose- 
velt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed, and Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosrverr. The committee will be in order, please. 

We have the pleasure this morning of having Congressman Rhodes 
with us. 

Congressman, if you care to make any statement or present the wit- 
ness, we would be very happy to have you do so. 

Mr. Ruopes. Thank you, Mr. Chairman. 


STATEMENT OF HON. GEORGE M. RHODES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Ruopes. Mr. Chairman, I appreciate this opportunity to appear 
before you and your committee. I have with me two gentlemen from 
my district, the 14th of Pennsylvania, which includes the city of 
Reading, and they would appreciate the opportunity to make a short 
statement. 

I also hope that I have the opportunity to insert in the record some 
of the letters that I have here, which point to the difficulty which 
confronts many of these gas-station operators. 

I am pretty well acquainted with the problem, as I have been in 
meetings with them on numerous occasions in the past, and I certainly 
hope that as a result of our testimony and that of others—I am quite 
certain that it is pretty much the same all over the country—some 
oe will be enacted which will be of help to these dealers, 

have with me here pages taken from the classified section of the 
local telephone book, the most recent one, and you can see by the marks 
on the sheets here the stations that have gene out of business since 
the telephone book was printed last year. ere are quite a number, 


including some of the largest stations. In nearly every case it is the 
result of difficulties in making ends meet. 


409. 
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When we look over the picture as it really is, we find that a lot of 
these operators, because of conditions they have to work under, because 
of policies set by the big oil companies, are working actually many 
long hours for a very small return, and in many cases a lot of these 
operators have actually lost a lot of money because they make an 
investment, not only with a poor return on their investment, but many 
times they are forced to sell at a loss. 

So I would like at this time if I could present one of the gas-station 
operators, Mr. Adam J. Spatz, who has a gas station right near the 
city of Reading on the outskirts, and I would like him to have an 
opportunity briefly to tell of his experience as a small gas-station 
operator. 

Mr. Spatz. 

Mr. Roospverr. Thank you very much. 

Mr. Congressman, we swear the witness, and I am sure that Mr. 
Spatz will understand that that is a necessary part of our procedure. 

Would you raise your right hand, sir. Do you solemnly swear that 
the testimony you are about to give before this committee is the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Spartz. I do. 

Mr. Roosreverr. Thank you. 


TESTIMONY OF ADAM J. SPATZ, READING, PA. 


Mr. Roosevert. Mr. Spatz, you go right ahead. This is a very 
informal procedure, and if you do not have a oe statement—— 


Mr. Spatz. No. I will just tell you how I got into it. I was in 
another business and I was approached by the Esso representatives, 
whom I got to know—I was running a restaurant at the time, and they 
came there a lot—and they asked me whether I would be interested in 
having a gas station; it would take an investment of about $5,000 and 
I could make between $10,000 and $15,000 a year. 

So I said I would be, and they gave me a new station, and so when 
I took it the representative said that if the rent is too high, being a 
new place, “We will lower it; and if it is too low, we will raise it.” 

So I took it on that basis, and after I was there I saw I was losing 
money pretty fast and I told them about it, and I just couldn’t get a 
reduction. I went to their Harrisburg office and spoke to the assistant 
manager there, and he said that they had plenty of leeway. They 
leased the land from someone by the name of Simons in Philadelphia, 
who put the station up, and then 

Mr. Roosrevett. Please, speak a little bit louder. Some of the people 
in the back of the room cannot hear you. 

Mr. Spatz. O. K. . 

So then this man by the name of Gualco said that there was plenty 
of leeway, and he would come down to see me at Reading and he would 
lower the rent. He never did come down, but then about 3 weeks 
later I went again and met the manager, Mr. Blondell, who also said 
the same thing. He said, “We have plenty of leeway, and we will 
reduce your rent.” 

So he came down about 2 weeks after that and then said that he 
didn’t think they could clear it, that they have to pay the man, Mr. 
Simons, as much as I was paying for it, which was $275 a month, 
minimum ; no maximum. 
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They collected a cent and a quarter a gallon on gasoline, and if I 
sold enough gasoline to bring it up to their minimum of $275, that 
was O. K.; if I didn’t, I had to pay the difference, which would run 
maybe $50 to $150 more. 

So I think the following year they finally said that they would make 
an adjustment on the rent. They brought it down $13.50, or some- 
thing like that, a month, and then at the end of the year ey came 
along and said that they were going to increase it again. So they 
did 

Mr. Roosrvetr. Did you make any more money the second year? 

Mr. Spatz. Yes. Yes, they increased it—did I make any more? 

Mr. Roosevettr. Yes. Did you make any more money? 

Mr. Spatz. No. I kept losing money. I might say that the rea- 
son I stayed in was because of my son. He is a veteran and he hadn’t 
been able to get any other work. 

So I stayed there and so I went to Philadelphia then. In the mean- 
time, the first time they came down, Gualco then came down and said 
that I was directly responsible to their local representative, a fellow 
by the name of Chrismer, and that I wouldn’t have to come to Harris- 
burg or go to Philadelphia or anything to complain about the opera- 
tion; if there was anything at all to take up with them, I could take 
it up through Chrismer, and that was it. 

So I finally, though, went to Philadelphia, and I was down there 
three times and tried to see the district manager, whom I have never 
met here. Originally when I went in I knew Mr. Black who was the 
head of the Standard Oil of Pennsylvania at the time. So I went 
to see Mr. Dixon; I was told by the receptionist down there that I 
couldn’t see him; she finally said he wasn’t there. 

So I kept asking for different people who I knew the names of, but 
hadn’t met them, and I finally got to see one man and I told him the 
story, and he called on the phone and asked the receptionist to have 
me see Mr. Dixon, and she said that Mr. Dixon did not want to be 
bothered by dealers. And he said he knew that, but he thought that 
this man had something very interesting to tell him, and so I still 
couldn’t see him. _ But he told me then that if I would go back to 
Reading, he would drop me a line and tell me when to come down, 
when I could get to see him, which he never did. 

So some time later on I went down again and spoke to—no. The 
local representative came in and said, in November of 1953, “Your 
rent is going to be increased when your new lease comes up.” And he 
said, “We might as well talk about it now. You have 5 months to go, 
but we might as well talk about it now.” So he said, “If you don’t 
like to pay the increased rent,” he said, “You can get the hell out,” 
he said. So I didn’t say anything to him at all. But I went down to 
Philadelphia and spoke to Mr.—I knew him—I can’t think of his 

name right now—and I went down and spoke to Mr. Kirkley, who is 
an assistant in Philadelphia now to the manager, and Mr. Kirkley 
said, “There are two sides to every story, but I will be up to straighten 
this thing out,” and I went back. 

The next day their local representative called me and said, “Were 
you down in Philadelphia ?” 

I said, “Yes.” 

He said, “Are you supposed to be at the meeting tomorrow 2” 

I said, “I don’t know anything about it.” 


65262—55—pt. 1-27 
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So the next day he came down to'see me and said, would I go with 
him to have lunch? Isaid, “No. I have had lunch.” 

So he said, “Go with me, anyway.” 

So I went with him, and he said, “Could we get to be on the same 
friendly basis we had been on when you first took the station?” 

He said, “Let’s forget everything that I have done in the past that 
was wrong,” and he said, “We won’t even bring it up again.” 

And he said, “Your rent is going to be the same as it had been, 
and we are going to paint the building and we are going to put 
porcelain on parts of it, and we are going to put in new shelving, 
and they are going to do all kinds of things.” 

I don’t remember any of these things he promised. But they finally 
painted the building after about 6 months then, and nothing else that 
they had promised was done. 

So then this year he came in again and said—by the way, when [ 
went there, out of the $275, $13.50 of it was supposed to be for the 
name “Esso” on the roof. That is all—just “Esso.” I had to pay 
$13.50 a month for that. 

So this year when he came in, at lease time, he said, “Your lease 
will be the same as last year, a minimum of $275 a month.” 

I might mention here that during the summer months, when I could 
sell a lot of gasoline, the rent was up to as high as $350 or $450 a 
month, because I kept paying a cent and a quarter a gallon for gas, 
you know, with no maximum. So then this year he said, “The rent 
will be $275 

Mr. Roosrvetr. Could I interrupt you there? Your rent was not set 
at $275? 

Mr. Sparz. Minimum. 

Mr. Roosrevert. That was the minimum ? 

Mr. Spatz. Yes. 

Mr. Rooseverr. I see. And you had to make up the difference. 
But if you went over the $275, they kept it ? 

Mr. Sprarz. They kept it; yes. 

Mr. Roosrvetr. And they did not give you any credit on the back 
months when you had made up the difference ? 

Mr. Sparz. No, not a thing. In fact, at times, like I say, it had 
gone up to as high as $400 or $450 a month. Then I would have a 
slin month, when I would make up only about $150 or $160, and I 
would have to pay the difference in cash at the end of the month to 
make up the $275. And after that $275, the original lease said $13.50 
of that $275 was for the sign on the roof, “Esso.” And that goes on 
indefinitely. I mean, there is no stopping to that. 

So this year he came in and he said, “The rent will be $275 a month 
plus $13.50 for the sign.” 

I said, “Then you are increasing it $13.50.” 

He said, “No, the rent is the same.” 

I said, “It isn’t the same, because $13.50 on top of the $275 makes 
it $13.50 higher.” 

He said, “Well, have it your own way except that is the way it is 
going to be. And the collection on the price per gallon will be a cent 
and a half instead of a cent and a quarter.” ? 

I didn’t say a word to him. I just let it go. 

He said, “Do you want to sign it?” And he just pushed the lease 
over. Of course, I signed it, and I figured I would find out who it was 
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in Philadelphia that O, K.’d it, and I was going down to see him, 
which I didn’t do, because I had been down there one time before and 
T couldn’t get to see him, even. That is Mr. Kirkley, and he is the 
guy that signs the new leases, because I have the leases in my pocket. 

I mean that is the whole thing in a nutshell. You can’t make any- 
thing because when the thing goes along pretty good, suddenly a price 
war starts and it goes down to where I have sold gas for as little as 
eight-tenths of a cent a gallon profit, and I have lost as much as $400 
or $500 a month. 

That is the whole thing in a nutshell. I mean, you just don’t get 
any place, and that is it. It seems to me they figure you are a very 
small person, and you deal with their local salesmen, and that is all 
you can do. If you go to Philadelphia to see anybody of any impor- 
tance, you can’t see them. 

Mr. Roosgvetr. Mr. Spatz, of course, the difficulties that you have 
in changing your contract are, frankly, I think, not a subject that 
the committee could very properly go into, because if you signed a 
contract, and you have testified that you have renewed the contract 
more or less on your own volition, I do not think that there is much 
that we can do on that score. But I think we are interested in the last 
part of your testimony, in which you talk about the price wars and 
the inability to sell enongh gallonage at a high enough profit to help 
you stay in business. 

Could you give us a little bit of your experience in the gas wars? 

Mr. Spatz. I feel that the price wars are started by their representa- 
tives, because I have been approached by their local representative 
and been told—he said, “I can’t tell you what to sell your gas at,” but 
he said, “Why don’t you lower it a cent a gallon and put a sign out, 
and you will get more business.” 

I said, “Well, you lower it and the next fellow will lower it,” and 
I said, “That starts a price war.” 

“Well,” he said, “that is the way to get business.” 

I said, “Well, you eventually will be giving it away if you keep on 
going down, and you would go broke doing that.” 

Mr. Roosevett. Did he ever offer you a subsidy to go down? 

Mr. Spatz. Oh, yes. The first year I was there—I had been in the 
automobile business, by the way, since 1922. It wasn’t new tome. But 
the gasoline station in itself, as a 100-percent operation, was new to 
me. And when I started there, they started suggesting—he told me 
that they are not allowed to tell you what to sell it at, but he sug- 
gested that I lower the price. And then I did, and, of course, he said, 
“We will back you up by giving you voluntary allowances.” 

Well, that was the time I got into selling it at eight-tenths of a cent 
profit, and I got no rebate from them. Yet there was a station 1 mile 
from my place, also Esso, which was getting a rebate, and they were 
selling at full price and they got the rebate and I sold at a cut price, 
which he told me to do, to cut the Sun station next door to me, and I 
got no rebate. 


: So I learned that by listening to him you just work yourself out real 
ast. 

It is the same on tires. I bought a thousand dollars’ worth of tires, 
and he told me right after I had them in, he suggested that I put a 


price sign on the tire at $10.50 or something like that. I said, “Well, 
paid a dollar more than that for it.” 
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He said, “Well, you do it as a leader. Get people to come in.” He 
said, “You can pick up a fast buck every now and then,” he said, “by 


selling them at cost.” : ; 
That is what I mean. I am just quoting what he said. I don’t 


know 
Mr. Roosrevett. What do you think his objective was in not trying 


to help you make money? 

Mr. Spatz. I don’t know. I have asked him. I said, “Is there some- 
thing wrong with the way I run the station?” 

He said, “No.” 

I said, “Well, will you please tell me how I can make back some of 
the money I lost? You told me to put $5,000 in it. Later I had 
$10,000 in it. Now I have $15,000 in it. Will you tell me how to 
get back some of it?” I said, “Are we on the verge of having a good 
business where I can regain what I lost?” 

He said, “I don’t know.” I said, “What’s wrong with me?” He 
said, “Nothing. I don’t know a thing wrong with you.” I said, 
“Well, will you tell me how I can make the money you told me I could 
make when I went in?” He said he didn’t know. § 

Mr. Roosrvetr. Do you feel that if you had had a longer term lease, 
you would have had more security and more ability to follow your 
own good business ? 

Mr. Sratz. Yes; I think so, because a year goes by so fast that you 
never feel secure at all, with a year’s lease. And the price wars are 
started by their representatives—I feel that way about it—because, 
by them going around to dealers suggesting to cut the price, they get 
some dealers started and others will follow and finally go down. 
And the way they give you any help at all is when you are finally 
down, and everybody around you is down, they finally come along and 
tell you, “We will give you a cent voluntary allowance,” as they call 
it. Atlantic calls it something else up there, and so does Sun. 

So they finally get down to where the give you maybe a cent or 1.8 
or something like that, and then suddenly all of them together, At- 
lantic, Sun, and Esso and everybody else, will come along and put the 
price right up, just like that. They will call you up and say, “All 
voluntary allowances removed.” 

So you have to put the price up. So I do know that they control 
the price of gasoline, the dealer doesn’t control it at all, by their 
manipulating, just like a checker game. They just push it up to 
where they want it. When our price is pushed up, the town about 
18 miles east of Reading is down. So I feel that they lower the 
price one point and raise it another, and that is the way they keep 
pushing it around so that all dealers at all times are just about broke. 

Mr. Roosrvett. Mr. Steed ? 

Mr. Spatz (continuing). The reason I told the story how I got 
into it was that that, I feel, is a method of all oil companies, it seems, 
to push the old dealer out and get a new one in. There is always a 
new sucker to take over the operation when you have learned your 
lesson. I mean, there are neighbors of mine—there is an Atlantic 
station across the street and a Sun next to me, and they have had the 

same experience. The Atlantic station across the street has changed— 
they have had, I think, 9 different people in that station in that short 
time, in 8 years. The man who has been in there now has been in 
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5 months, and he told me yesterday he is quitting. He lost some 
money. The man in ahead of him said he lost $3,500. I mean, that 
is the way it goes. It just keeps on going. 

Mr. Roosgvetr. Would you not think that they could recruit people 
by telling them a story in spite of the bad experience in the station? 

Mr. Spatz. That is right. The man who is in the Atlantic station, 
for instance, he came to see me before he took it, because I knew him. 
I had met him before. And he asked me what I thought of it. I 
said, “It is like any other gas station. I don’t think I would take it 
if I were you.” 

He said, “Well, maybe I can make some money. They tell me I 
can.” 

I said, “They haye told all the rest of them about it.” I said, “Talk 
to the people who were in there ahead of you.” 

But they sold him so thoroughly that he took it. Heis out now. He 
lost some money. And the man who was in ahead of him also lost 
$3,500. That is what he told me. And that is the reason he quit. 

So it seems that they weren’t worried about the money you lose. I 
was definitely promised when I took it that I could make $10,000 to 
$15,000 a year. He told me they had some stations making $15,000 
a year, but I could easily make $10,000. 

Naturally I was interested in making a living. That is why I 
went in. But I have been spending my own money to live and my 
profit on the place amounts to about $2,500 a year. That is all [ 
can make out of it. 

Mr. Roosrveir. Mr. Steed, do you have some questions you would 
like to ask? 

Mr. Streep. Do you have a deal with Esso? 

Mr, Sparz. Yes. 

Mr. Sreep. Do they require you to sell exclusively Esso products? 
Mr. Spatz. Well, they handle it this way. They tell you that the 
can’t tell you—I am quoting them—they said to me, “We can’t tell 
you what to sell. You can sell anything you want. But we have the 
property and we lease it to you. Naturally we expect to sell our 

products,” 

So he has come in several times and said to me, “You know,” he said, 
“some of these things you have in here, you haven’t bought from 
Esso,” And he said, “We expect you to cell Esso products.” But he 
said, “We can’t tell you to.” 


, He always tells me that, “We can’t tell you to, but we expect you 
0.” 

Now they have started a system some time ago. On their credit- 
card system, he mentioned this—this representative had mentioned 
one time that some dealers have nerve enough to put on their sales 
on credit cards, Prestone, for instance, when we sell Atlas Perma- 
guard, and I have always done that. If I sold Prestone, I wrote 
“Prestone” on there. I have sold people what they wanted. So now 
they wrote a letter some time ago which states that if you sell a 
tire which has a guaranty or a battery, the stub of the guaranty is 
to be returned with the credit card, and that is all they tell you. So 
I sent one in about a month ago or 2 months ago, where I just wrote 
on the thing, “battery,” and they returned it to me and refused to 
pay it, because I didn’t have the stub. Naturally, if it hadn’t been an 
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Esso battery—it fortunately was—I had the stub, and I mailed it to 
them and so I was paid. But I had the experience just 2 weeks ago 
when a man came in and wanted a battery, and he said he would 
like to have a Bowers battery, which sold at $34.25, which is made 
in Reading, I said, O. K. 

So I proceed to get the battery out for him, and then he handed 
me a credit card. 

I said, “I am sorry, I can’t sell it to you on a credit card.” 

He said, “We spend a thousand dollars a month with Esso. Do you 
mean to tell me I can’t buy what I want?” 

I said, “I am sorry. You can buy what you want, but I just can’t 
accept it. They won’t pay me.” 

Mr. Roosrvert. I think, Mr. Spatz, you will agree that it would 
not be fair to expect Esso to collect the account from somebody else’s 
business, somebody else’s products; would you? 

Mr. Spatz. Well, except that the man—he paid cash for it. He 
took it. He paid for it. He wanted the Bowers battery. 

Mr. Roosgvettr. But you are not complaining that it was a poor 
practice for Esso to refuse to give credit on other people’s products? 
In other words, it should be your right to sell other products, perhaps, 
but certainly I do not think that you would complain about the fact 
that Esso refuses to have their credit used to sell other people’s 
products? 

Mr. Spatz. Except that the man paid his bills monthly. It wasn’t 
a case of having extended credit on it. I mean, they do have extended 
credit of 6 months, but this man didn’t 

Mr. Roosevett. That might be true in that case. But on the other 
hand, there might be other cases where that wouldn’t be true. 

Mr. Spatz. I agree on that. I just brought that out because they 
won’t pay it unless it happens to be an Esso product. I mean he asked 
me whether they allowed you to sell anything else you know. 

Mr. Roossvettr. But your complaint is that it was a strong intima- 
tion that you were not supposed to sell anything but Esso products? 

Mr. Sparz. That is the way I felt about it; yes. 

Mr. Streep. Nothing further. 

Mr. Roosevetr. Mr. Arnold? 

Mr. Arnorp. Doesn’t the credit card have the effect actually of 
excluding all other competitive brands aside from the brands that 
Esso approved of? j 

Mr. Spatz. I don’t know just what you mean. 

Mr. Arnorp. In other words, the person is used to using a credit 
card to buy Esso gasoline. He says, “I want to buy a tire.” You say, 
“Well, if you use your credit card, you can only buy an Atlas tire,” or 
whatever the brand is. 

Mr. Sparz. That is right. 

Mr. Arnotp. That means that he will say probably, “I will take 
the Atlas tire and not take the Dayton tire.” 

Mr. Sparz. That is right. 

Mr. Arnotp. Now, how much money do you figure you have lost, 
your net loss? 

Mr. Sratz. We will put it this way. I have spent $15,000 since I 
am there. So I have a $15,000 investment. So I guess I would actu- 
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ally be out, if I were to quit today, I would probably be out maybe 
$12,000 or $14,000. 

Mr. Arno. I was just wondering whether you might have a pos- 
sible remedy in State contract law. In other words, you have a specific 
situation here where you were made a definite representation by an 
agent of the company that you could make $10,000 to $15,000 a year. 
Ordinarily under any State law, that would be a fraudulent repre- 
sentation to you, and it would be the basis of a suit for damages. I 
wonder if you have ever considered that aspect of your own situation. 

Mr. Sparz. I feel that very way about it, except that I wouldn’t 
have anything written on that. They told me, Gualco and Chrismer 
together told me, that that was the case, that I could make that much 
money. They would probably deny it if I could tell them about it. I 
have told him about it since, and he said, “You went in with the idea 
of making $10,000 a year.” 

I said, “No. I went in with the idea of making some money.” I 
said, “That is how you got me to take the station.” 

I was perfectly happy where I was. I was out of the automobile 
business at the time. I was running a club, of which I happened to 
be the director and managing director, and the whole Esso crowd from 
Philadelphia spent a lot of time there, and I got to know them very 
well, each one of them, including Mr. Black, who was the head of the 
Standard Oil of Pennsylvania, and that is how they approached me 
on the thing, and they asked whether I had the money to invest in it 
and I said yes, I did have, and so they took me to the station and 
showed it to me, and I was told by another Esso man at the time that 
I shouldn’t take it, that I couldn’t make any money, and I told them 
that he said that, and they said, “That is sour grapes.” So that is the 
way it was. In other words, they gave me a good selling job on taking 
the station. 

Mr. Arnotp. I was merely offering the suggestion that you might 
have adequate remedy at law in this particular situation in case you 
have suffered damages. That is the only point I wanted to make. 

Mr. Spatz. I think so myself, except that I don’t know how much 
trouble I would have proving it, though. 

Mr. Roosevett. Is that all, Mr. Arnold? 

Mr. Arnoxp. Yes. 

Mr. Roosrvett. Do you have any questions, Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Roosrvetr. Thank you very much, Mr. Spatz. We appreciate 
your coming down. 

Mr. Seatz. Thank you for giving me the opportunity. 

Mr. Roostvetr. Mr. Congressman ? 

Mr. Ruopes. Now, Mr. Chairman, I have also Mr. Lester Miller. 
He is executive secretary of the Petroleum Retailers Association in 
Berks County. 

Mr. Roosrveur. We are glad to have you with us. 

Raise your right hand, Mr Miller. Do you solemnly swear that the 
evidence that you are about to give before this committee is the truth, 
the whole truth, and nothing but the truth, so help you God ? 

Mr. Mitirr. I do. 


Mr. Rooseverr. Will you go right ahead, Mr. Miller? 
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TESTIMONY OF LESTER MILLER, EXECUTIVE SECRETARY, PETRO- 
LEUM RETAILERS ASSOCIATION, BERKS COUNTY, PA. 


Mr. Miter. I am not a dealer in petroleum products—— 

Mr. Rooseverr. Will you speak very loudly so that the people in 
the back of the room will hear what you say. 

Mr. Mirier. I am not a dealer of petroleum products in any sense 
of the word. However, I am solainia out my seventh year as an 
agent for dealer associations. I started out as executive secretary for 
the local Berks County Association and am currently working as the 
business director for an association known as the Gasoline Retailers 
Service Committee, taking in dealers from all sections of the State. 

It seems as if during the past 7 years—it is spasmodic—there are 
various price wars breaking out in each and every area. A few years 
ago Chambersburg was selling gasoline for as low as 9 cents a gallon, 
including a 7-cent tax, 5 State and 2 Federal, which means that the 
gasoline there was being supplied and sold by the retailer for 2 cents 
a gallon. 

‘Currently in Reading the tank wagon price of gasoline is 22.7 cents. 
Dealers are posting retail signs of 23.9, after adding to that 22.7 a cent 
and a half a gallon for rent, which means that the gas would cost them 
24.2, and they are selling for 23.9. Yet every supplying company 
denies the fact that anybody is receiving a subsidy. It certainly seems 
impossible that these dealers could remain in business and lose two- 
tenths of a cent on every gallon of gas they pump. 

I am representing small men like Mr. Spatz. I can show you. I 
can show an innumerable number of cases in all parts of the State again 
where dealers with an investment of $4,000 or $5,000, at the end of 
a year or year and a half, are forced to vacate. It never appears 
because there is always somebody to move in and take their business. 
They don’t go through bankruptcy courts on that sort of thing. So it 
never shows. 

At this particular moment in that area one particular company is 
setting up their retail dealers as trustees. They still remain on the 
records as independent businessmen, but in my acceptance of the word 
“trustee,” they are now an agent for the company. It is evasion of 
your State chain store tax laws. The man is in there, apparently an 
independent businessman, but he is definitely an employee. Social 
security, income, and all sorts of taxes are being evaded. 

Mr. Roosevetr. Could you name the company for us? 

Mr. Mriier. That particular company is Sun Oil Co. However, 
Atlantic Refining Co. are setting up a commission agent plan whereby 
the dealer no longer pays for the gasoline when it is delivered to him. 
It is put in on consignment, which makes him a commission agent, 
and again, for my money, an agent for the company. 

Before I left I contacted a few dealers. Congressman Rhodes here 
has some letters before him. One sad case is a chap who a year ago, a 
serviceman, disabled, picked up $2,500. He wanted to invest in an 
Esso station. After he got in he found out that his TBA—tires, bat- 
teries, and accessories—his stock, would cost him approximately an- 
other $1,500. All told he had $4,000 invested. He lasted just exactly 
9 months, and when he went out after selling everything that he had 
put in there, he had the tremendous amount of $25 left, of his original 
investment, $4,000. 
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I was hoping to bring that man down, but because he just took a job 
last week, he couldn’t get here. 

But all the way down the line, all I see is a picture of monopolistic 
pressure, coercion, and whatever you want to call it. It is there. IL 
know that it is tremendously difficult. I think that it is outstanding 
that a man like Mr. Spatz has nerve enough to come here, because, well, 
all the dealers have to do in my area is even attend a gas dealers’ meet- 
ing and they are called bad boys. They are not working in the best 
interests of the company. 

It is my experience also to know that a man who at one time or 
another took the position as chairman or president of a local gas 
dealers’ association, for no other reason than that had his lease can- 
celed. Of course, they say he was not working in the best interests 
of the company. But that covers a multitude of sins. 

I have a letter here from Carl Davis, staff director of, I believe, 
this committee, the Select Committee on Small Business. The last 
paragraph mentions: 

As you have mentioned in your letter of complaint, there are literally tons of 
evidence on file with various governmental agencies and departments concerning 
all aspects of this problem. It is necessary for us to consider all this material 
in our study. You may rest assured that we will inform you when some conciusive 
report can be made. 

That was September 14, 1954. I mean, so looking for evidence, 
according to Mr. Davis, there are tons of evidence on hand down 
here. . 

I have nothing further to say, and will answer questions. 

Mr. Roosrevert. Mr. Miller, I thank you for your statement. I am 
particularly interested, though, because of the fact that you are an 
association representative, as to what remedies you would recommend 
to this committee. In other words, I think we would agree with 
you, there is available a good deal of evidence along the same line 
that you have testified. However, the collection of evidence is not 
of much use unless we can find something to do about it. 

Mr. Miter. That is correct, sir. 

Mr. Roosrvetr. And we would like to have your recommendations. 

Mr. Minter. In my opinion, some of the things that should be done 
are divorcing the oil companies from the real-estate business, getting 
them out of the absolute control. I think it is very poor practice in 
this country to have one organization controlling the tremendous 
amount of real estate that they do. 

For example, another spot in my town, a chap bought a service 
station, bought the property; the company built the station. It has 
been paid off over a period of years. He wanted to get out of the 
business. So he leased this station back to his company and got 
out of the business. He draws $450 a month rental on that station. 
The chap who leased it pays $425 a month rent on a minimum gallon- 
age, plus a cent and a half, and his rent has been averaging $650 
a month, so that the company is making $200 a month, whether the 
ae sells a drop of gas or not. They are definitely in the real-estate 

usiness. 

I don’t think it is a good policy. I know the meatpackers can’t 
do it; the brewers can’t do it, and I don’t think the oil companies 
should do it. 
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Another thing I would like to see is your Bureau of Standards— 
I have been trying to find out—fraudulent advertising and all that 
sort of thing—we have one company that says they have a rustproof 
gasoline, rust preventives are added—if chemical laboratories show 
that what has been added is any good. Upper valve lubricants. . I 
can add a pill to a reservoir of 5 million gallons of water and I can 
say that I have added vitamins to the water, but you could never find 
them. I don’t know what is a high-test gasoline. How is it possible 
for Sun Oil Co. to sell a high-test gas at 2 cents below the regular 
gasoline of the other companies? Either Sun Oil Co. is misrepre- 
senting their product or the other companies are milking the public. 
1 mean, all of those sort of things, I mean, can be shown through you 
men in the investigation that you have here. 

A year ago—lI think this is very important to you men particu- 
larly—I had this advertisement, “We want the truth,” appear in our 
local papers in which I outlined about 50 questions which are really 
imperative. It would take too much time to go through it here now, 
but I think it will bring many problems to light. 

Mr. Roosevett. Will you Le it for the record? 

Mr. Mitxer. I certainly will. It is here. 

Mr. Roosevetr. Thank you very much. 

(The copy of the advertisement will be found in the files of the 
committee. ) 

Mr. Roosevetr. Do you feel that in divorcing the companies from 
the real-estate business you would, however, leave them still in the 
retail business if they cared to remain in it? 

Mr. Mixer. I think that in a sense would relieve a lot of the control 
that they have. However, there would still need to be more drastic ac- 
tion than that taken before you can clean up the entire situation. I 
mean, it is beyond me—well, I don’t believe that many people in the 
country realize that a condition like this can exist. We hear—I mean, 
you fellows particularly are in the political game and we holler to 
high heaven continuously of the apathy of the American public. They 
don’t turn out to vote. They take no interest in anything. The dealers 
that are sitting back there in Berks County say, “What the hell is the 
use of going to Washington? They won’t do anything, anyway... The 
oil companies are too big.” 

And that is the exact thought of 30,000 dealers in Pennsylvania. I 
mean, frankly, it is a shame that a condition like that exists in this 
country, and I don’t believe that you fellows are really aware of how 
serious it is. That is why I have been strumming for the last 5 years, 
“Let’s have an investigation.” 

Mr. Rooseveur. Well, that is why we are here. That is exactly what 
we are trying to do, to become aware of the situation. 

Then, of course, as pointed ‘out to you, the thing is to try to find, if 
we are convinced that there are situations which need remedying, leg- 
islative remedies which can be properly applied. 

Mr. Mirier. If I knew them I would help Mr. Leader solve his tax 
problem in Pennsylvania. 

Mr. Roosrvetr. Mr. Steed? 

Mr. Steep. You mentioned the trustee stations. 

Mr. Miner. ‘Yes, sir. 

Mr. Steep. Do you happen to know any trustees? Are you familiar 
with them ? 
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Mr. Miuier. They just set up in the town of Ephrata last week two 
Sun stations there. I can’t give you their names at random here, but I 
know that the information has been received that they have just been 
established as trustee dealers again last week. 

Mr. Streep. Have you ever seen any of the written agreements be- 
tween the trustee and the company to know and be familiar with what 
the setup is? 

Mr. Mitier. Well, I have seen the agreements, but I certainly just 
glanced at them. I do know that the same bank that I deal with has 
originally refused to change the account of a dealer—I mean, the bank 
accounts are changed and set up entirely different—all of the money 
and all of the business transacted through that station after the trustee- 
ship is settled, all the banking and everything else is done under this 
trusteeship. 

Mr. Roosevetr. For the record, could you give us the name and ad- 
dress of one of these trustee stations ? 

Mr. Miiuer. As I say, in Ephrata there are two at this particular 
moment. I can give you that information in the morning. I don’t 
have it here now. 

Mr. Roosevetr. We will appreciate that. 

Mr. Miter. I will be glad to submit it through Mr. Rhodes. 

Mr. Sreep. Are you familiar enough with the way the trustee plan 
is supposed to operate to be able to say what the situation would be 
for an individual, as a trustee?. 

Mr. Mrraxr. All I know is what the teller at the bank or the vice 
president of the bank told me, and he told me that he didn’t want to 
accept the account under that setup because it was strictly illegal, and 
he didn’t want the bank to become involved in it. I mean, that is all 
I know. Now, what the deal is, I don’t know. It is setting up the 
supplier as a trustee and an agent for the Sun Oil Co. The people 
at the bank seemed to feel that it gave this chap too much control, 
as far as the operation of the business, that company business, was 
concerned. 

Mr. Rooseve.t. In other words, your feeling there is that it violates 
certain State laws? 

Mr. Mrizer. That is right. 

Mr. Roosrvetr. However, in answer to Mr. Steed’s question, you do 
not feel that you know enough about it to say whether the man him- 
self, the trustee, is in a position to benefit by such an arrangement ? 

Mr. Mrruer. Oh, yes; he is definitely in a position to benefit, because 
regardless of where the price goes, he is guaranteed a 314-cent-a-gallon 
spread, margin, regardless of where it goes. If gas sells for 11 cents 
a gallon, he is still guaranteed his 314 cents. 

Mr. Rooseveur. Can he operate at a profit on 31% cents? 

Mr. Mrrer. Well, I believe years ago our friend with the National 
Congress of Petroleum Retailers, Rankin Peck, made the statement 
that something like that is the same as putting a man who is 20 feet 
under water—bringing him up to within 10 feet of the surface. I 
mean, it brings him a little closer to some sort of relief, but he certainly 
still is going to drown. 

No. Hecan’t makemoney. I maintain, and have maintained when 
I first went into it, that a dealer must have a 5-cent spread. However, 
after 5 years I am now to the opinion that, within increased costs 
and all, he needs a 6 or a 614-cent spread. 
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Mr. Rooseverr. Mr. Sheehan? 

Mr. Surenan. No questions. 

Mr. Rooseveitr, Mr. Arnold? 

Mr. Arnoxp. No questions, sir. 

Mr. Roosreverr. Thank you very much. We appreciate very much 
having you come. 

Mr. Mitirr. Thank you. 


Mr. Roosrverr. Mr. Congressman, did you have something ad- 
ditional ? 


Mr. Ruopes. Yes, Mr. Chairman. I would like to have included in 
the record letters from three of my constituents. They are former 
operators, just recently gone out of business. As Mr. Miller stated, 
the dealers fear to express themselves because of what action may be 
taken against them by the big oil companies. 

This letter here is from a man who points out that he lost $1,000 in 
months, because of price wars, high rent, and overhead costs; another 
one who said that he was a gas-station operator from 1936 to 1950, 
and almost every year his rent went up, and finally he was forced out; 
he was sent a registered letter that his lease was canceled, and he said 
the last month he was at the station his rent was $465. 

So I would like to have these two letters included in the record. 

And I understand that that advertisement has already been. 

Mr. Roosrvetr. That has been introduced. 

Mr. Ruopes. That is all I have, Mr. Chairman. 

Mr. Roosrvert. Mr. Congressman, would you wait just 1 second? 
I want to confer with my fellow members here. 

(The letters referred to are as follows:) 


Aprit 21, 1955. 
Congressmah Grorce M. RHODES. 

Str: I, Chester H. Hains, having been a dealer for the Atlantic Refinery Co. 
from 1936 to September 1950, afd having previously been employed by that 
company from 1930 to 1936, wish to make the following statement in the House 
Small Business Committee. 

I had a 1-year lease with a 30-day option. Almost every year the com- 
pany raiséd the rental on the station. I was told what hours to have my station 
open for business. The company salesmen were always after meé to sell nothing 
but the products and acessories that they handled. I kept Some things in the 
safe so as to have some things that I was not supposed to handle. 

On September 1, 1950, I récéived a registered letter stating that my lease 
would be canceled as of September 30, 1950. 

I asked Mr. L. U. Slaughter, who at that time was manager of the Reading 
B. & M., what the reason was. He told me that I did not increase the business 
enough. The last month that I was at the station, I paid about $465 rent on a 
114-cent-per-gallon basis. After having my lease canceled the company solicited 
around in the neighborhood and told people I left on account of ill health. 

Respectfully, 
(Signed) OC. H. HAtns. 


Aprit 21, 1955. 
Congressman GrorGE M. RHODES. 

Dear Sirk: This is to give you an idea as to why I, as a service-station operator, 
could not stay in business. 

With the plague of price wars, high rent, and other overhead costs I could 
pot operate at a profit, in fact I had a loss of over $1,000 for 9 months of opera- 
tion the past year. I have seen at least 10 stations in my area change hands— 
some of them as often as every 2 months. 

This, I feel, is sufficient evidence to warrant some sort of investigation. 

Yours truly, 
(Signed) Roserr Spres. 
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Reaping, Pa., April 21, 1955. 
Congressman GrorceE M. RHODES, 


Washington, D. C. 


Dear Mr. Ruopes: At the request of Mr. Miller, I am submitting this letter to 
you. I hope to show you in a small way why I sold out my service station. 

Methods used in merchandising petroleum products by the.oil companies made 
it just about impossible to operate at a profit. 


Although tank-wagon prices are controlled by market conditions it doesn’t 


seem fair to have as many changes per 30 or 60 days and the retailer taking 
the brunt of it. 


I just couldn’t meet competition of the privately owned stations because of 
my high-rent setup. Their continuous price wars going uncontrolled, all added 
up to me giving up a going business. 

Some day I may go back into this business again but not until a retail dealer 
is free to operate according to his own dictates. 

Sincerely, 


(Signed) Ep. TEso. 

(Discussion off the record.) 

Mr. Rooseverr. Mr. Congressman, we want to thank you very 
much for bringing the two witnesses and for submitting the material 
which you have submitted to the committee, and we appreciate your 
cooperation. 

Mr. Mixxer. I want to thank you, too, for the courtesy. We deeply 
appreciate this opportunity. Thank you. 

Mr. Roosevetr. Mr. Gordon Griffin, please. 

Mr. Griffin, will you raise your right hand, please. Do you solemnly 
swear that the testimony you are about to give before this com- 
mittee is the truth, the whole truth, and nothing but the truth, so 
help you God ¢ 
Mr. Grirrtn. Yes, sir. 

Mr. Roosrveir. Thank you. 


TESTIMONY OF GORDON GRIFFIN, EXECUTIVE DIRECTOR AND 
GENERAL ATTORNEY, TEXAS SERVICE STATIONS ASSOCIATED 


Mr. GrirFin. Mr. Chairman, gentlemen of the committee, I have 
got a very serious Texas cold, but I will try to lift my voice enough 
to make myself heard. 

Mr. Roosreve.r, Fine, 

Mr. Grurrin. My name is Gordon Griffin. My residence is Brown- 
wood, Tex. My appearance here is in the capacity of executive 
director and general attorney for Texas Service Stations Associated, 
a statewide trade association of service station operators, with local 
units in more than 200 cities and towns in Texas, 

The biggest business in Texas is the oil business; from its various 
ramifications is derived 67 percent of all of the State’s taxes. What- 
ever, therefore, affects the oil business affects the economy of the 
whole State. 

In July of 1952 there were 22,000 service stations in Texas. It is 
estimated that 1,500 new stations since that date. These 22,000 sta- 
tions employ 88,000 Texas people, including the operator. These 
owners and employees each ron families averaging 3 persons, or a 
total of 264,000 Texas eitizens depend, exclusively, for their liveli- 
hood and the education of their children upon Texas service stations. 
Last year price wars cost the service station operators in Texas an 
estimated $25 million. That was a loss last year of $94 per person 
for each of the 264,000 persons dependent upon service stations for 
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livelihood, as a result of price wars. These price wars put out of 
business completely hundreds of operators and consequently left the 
employees of those stations out of work. It is the hope of all of 
these people that out of the hearings of this committee Congress 
may be able to enact legislation which will give some protection to 
this large number of Texas people. 

These people are not opposed to cheaper prices of gasoline to the 
consumer. ‘To the contrary, they believed, based upon the ancient 
law of supply and demand, that the public is entitled to buy gaso- 
line cheaper than they are now paying for it. Crude production in 
the Nation amounts to nearly 9 million barrels daily. Crude imports 
run to almost a million barrels daily. Last month in Texas the 
allowable was 3,237,000 barrels daily. As of July 1953 there was in 
storage in this country in excess of 143 million barrels of gasoline. 
This storage has steadily increased since then—except perhaps in 
wartime—the production of crude and the storage of gasoline in 
greater today than at any time in the history of the business. Thus 
Texas Service Stations Associated, based upon the law of supply 
and demand, believe the consumer is entitled to buy gasoline cheaper 
than they are now paying for it. 

They do say, however, that the oil companies—the people who own 
these large surpluses—should reduce the prices at their own expense, 
not at the expense of their dealers. Eighty percent of all oil pro- 
duction reaches the ultimate consumer through the medium of service 
stations. Experience has proven that it costs the service station 
operator on an average, nationwide, 6 cents per gallon to handle 
gasoline. 

To illustrate, take a Texas station doing 20,000 gallons per month 
with a gross profit of 6 cents per gallon—the total gross profit is 
$1,200 per month. The average rental which the operator pays to the 
supplier in Texas is 1144 cents per gallon or $300 per month. After 
rents are paid, the gross profit is $900 per month. Experience has 
shown that nationwide, 1 employee is required for-every 5,000 gal- 
lons of gasoline sold monthly. This means that 4 men, including the 
operator are necessary to operate a 20,000-gallon station. In Texas, 
the average weekly wage to service station employees is $50 per week. 
It most. likely is higher in many other sections of the country. This 
amounts to $800 per month on a basis of 4 weeks for labor at that 
station. This leaves then $300 of the $1,200 of the gross profit from 
this station. The usual utility bills, lights, water, gas, telenhones, 
average the Texas operator $100 per month in a 20,000-gallon station. 
His insurance of various kinds, workmen’s compensation, et cetera, 
average $50 per month. This leaves the 20,000-gallon station operator 
in the red $50 per month. The only way, therefore, that such an 
operator can stay in business is to make his livelihood from the sale 
of tires, batteries, and accessories. Price wars, generally, have re- 
duced this gross profit of 6 cents per gallon to as low as 4 cents and 
often less. 

I might say that I know of one group of operators for one com- 
pany who operated in Fort Worth for many months and in Wichita 
Falls last year at a gross profit of nine-tenths of 1 cent per gallon. 

Therefore, by simple mathematics, it is seen that price wars are de- 
structive to service station onerators. T have seen hundreds of towns 
in. Texas where the price of gasoline dropped overnight from 27 
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cents for regular and 29 cents for premium to 17.9 and 19.9 and in 
many instances as low as 16.9 and 15.9. Last year in Texas, hundreds 
of operators, as a result of price wars, went out of business and they 
and their employees went about searching for work, so that upon 
this committee and the Congress depends the tremendous responsi- 
bility of finding a solution to the economic problems of the operators 
of the 270,000 service stations in this Nation and the millions of people 
who depend upon them for livelihood. 

In Texas, as of March 23 of this year, Humble Oil & Refining Co. 
were operating 400 company-owned and operated service stations. 
They are generally known as agent stations. The Gulf Oil & Refining 
Co., which so far as I know, as of a year ago, did not operate a single 
company-operated agent station, now has hundreds of them. It is 
their policy now, as fast as their 1-year leases expire to require the 
operator to do one of two things: Hither operate the station under 
contract as an agent, by which the company owns the gasoline until 
it is delivered into the automobile tank, or move out with his invest- 
ment, equipment, and merchandise, which upon such move, has little 
or no value to him, although it represents the accumulations of a life- 
time. In some instances the company will produce a purchaser, but 
in many instances it does not do so. 

The Shell Co., a comparatively small retailer in Texas, operates 
practically all, if not all of its stations, as agent’s stations. I believe 
it has 40 or 50 such stations in Houston. Wherever you find in Texas 
a company-operated agent station you find posted prices at from 1 
cent to as high as 2, 3, and even 4 cents below the company’s lessee 
dealer stations, in the same block and often right across the street. It 
does not take, therefore, an intellectual giant to see that the retail gaso- 
line lessee dealer customer cannot compete in business with his sup- 
plying company. The oil business is the only business of which I 
have knowledge in which the owner of the business owns the product 
from its undeveloped raw state through every change until the man- 
ufactured product is delivered to the ultimate consumer. 

The companies own the crude under the ground. It owns it as it is 
being brought to the surface. It owns the tanks and pipe line through 
which it is delivered; the transportation system from the field to the 
refinery and from the refinery to the service stations. It owns the re- 
fineries and has no money invested in State or Federal taxes until it is 
sold in a company-operated station to the ultimate consumer. It even 
owns the pumps and the service stations where it is sold and delivered. 
The lessee dealer, however, only owns his equipment and the gasoline 
after he pays for it and pays for it upon delivery to his station. In 
Texas he pays 6 cents a gallon sales tax, State and Federal Govern- 
ment, in advance to the supplier, and the supplier has the use of this 
tax money until the 25th of the following month, interest free, and the 
ee pays him one-half of 1 percent for collecting the tax from the 
dealer. 

The companies not only have monopolies on this great, necessary 
natural resource, but they have perhaps the largest real-estate mo- 
nopoly in the Nation. They own by far the greater percentage of the 
service-station outlets. In a price war where the volume is increased 
loss of 1 cent or 2 on the gallon to the company is more than made 
up by the increase in station rents but the operator has no way of 
benefiting by increased gallonage under a price war, for the greater 
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his increase, the more his rents, the more employees are required 
and the more money he loses. 

Next to the company-operated agent stations, which paralyze the 
independent operator, comes the customary 1-year lease, which hangs 
like a sword upon a thread over his head. It gives the supplier a 
club over the operator which leaves him defenseless against any de- 
mand the company makes and the constant threat of next month losing 
possession of his place of business. Threats are made, as a rule, by 
company representatives who travel in pairs, like the entry of animals 
into the ark. They are not made in open discussions with the opera- 
tor in bona fide and conscientious efforts to advise with him on how to 
make more money in his business. They are made in the presence 
of at least two company employees and the operator and God, back 
behind the station, out in an automobile or across a coffee table; and 
the operator is not consulted; he is told that he must put out a circus 
sign reducing his price or that he must remove from under his counter 
merchandise of all competitors. 

It is the hope of the Texas operators and their employees and fami- 
lies that out of these hearings will come some recommendations and 
some legislation which will cut out the suppliers in the retail business 
in competition to their dealer-lessee customers, that longer leases wil! 
result and that greater monopolistic pressure will be relieved or 
eliminated. 

Another great problem confronting the operator is that at the bulk 
plants of supplying companies, any customer of their lessee dealers can 
purchase gasoline, tires, batteries, accessories of all kinds at the same 
price, and often cheaper than the supplier sells the same merchandise 
to the operators in large quantities. 

We believe this committee is doing a good job and that it will make 
a thorough investigation of the great economic problem and out of its 
investigation will come recommendations and legislation which will 
give relief to so many of the little people of this Nation. 

Mr. Chairman, I have here a cartoon from the Fort Worth Star 
Telegram that depicts, I think, the problems that confront us in Texas. 

In addition te this written statement—lI will offer that one, too—I 
have in my hands an executed contract dated in January Of this year. 
I would like permission to offer this, but withdraw it and substitute a 
photostatic copy for the committee’s files. 

Mr. Roosevert. Yes. * 

Mr. Grirriy. Mr. Chairman, also, if it is permissible, I would not 
like to use the name of the dealer who is here. I would like to delete 
that in the photograph. 

This consists of three contracts. One is lease on the building for 1 
year. The other is requirement, a sales contract between this operator 
and the Gulf people by which this operator agrees to purchase his 
motor oil requirements from the company; and then the consignor- 
consignee contract. 

It isa very peculiar contract. I will read the important paragraphs: 

Gulf Oil Corp. (hereinafter called consignor) and the dealer (hereinafter 


called consignee) desiring to arrange for the salé and distribution of gasoline 
products— 


at the location mentioned— 
agree as follows: 
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At the commencement of operations hereunder, consignor shall stock said 
station with quantities of Gulf gasolines, such quantities to be determined by 
consignor. Consigned stocks shall remain the property of consignor until sold in 
the regular course of business, but consignee shall be responsible for all shortages 
of stock. The consignee shall sell such products at prices fixed by consignor from 
time to time and such sales shall be for cash only or at credit on such terms and to 
such customers only as may be specifically authorized by consignor in writing. 


Mr. Roosever. Would you read that again? The price shall be set 
by the consignor ? 
Mr. Grirrin (reading) : 


The consignee shall sell such products at prices fixed by consignor from time to 
time and such sales shall be for cash only or at credit on such terms and to such 
customers as may be specifically authorized by consignor in writing. 

Consignor shall from time to time replace the quantities which have been sold 
in amounts which it shall determine to be necessary. At the time each replace- 
ment delivery is made the consignee shall pay to the consignor in cash or accept- 
able retail credit invoices for gasoline sold from consigned stock in like quan- 
tities as the replacement delivery at the consignor’s retail price at which the 
stock being settled for was sold, less commission specified to be paid to consignee. 
Commissions paid shall be as follows: That Good Gulf Gasoline, 4.15 cents per 
gallon; Gulf No—Nox gasoline, 4.65 cents per gallon. 

Authorized representatives of consignor May inventory and inspect consignor’s 
consigned stock at any time during business hours. Consignee agrees to use his 
best efforts in the retail sale of products consigned hereunder and shall furnish 
all necessary tools and like appliances, shall furnish all his own helpers and 
employees, and shall pay all expenses, labor, contributions, assessments, taxes, 
fees, licenses, and other costs of like nature arising out of consignee’s business 
and upon his property. 

Consignor is interested only in results in terms of increased volume of sales 
of consignor’s products, and the means, methods, and details are left entirely 
to the discretion and judgment of the consignee, who shall have entire charge 
and control of the management of said business for the purpose of the accom- 
plishment of said results. 

It is expressly agreed and stipulated that neither consignee nor the employees 
of consignee shall be deemed or construed to be employees of consignor. Con- 
signee further agrees that he will carry employees’ liability, workmen’s compen- 
sation, public liability insurance for himself and his employees as far as he 
legally can. Consignee shall not represent himself nor permit any of his em- 
ployees to represent themselves as agent or employee of consignor. 

Consignor assumes no responsibility for the acts or omissions of consignee, 
his servants, or employees in the management or operation of said business, 
negligent or otherwise, and consignee covenants and agrees to indemnify and 
hold consignor harmless against any and all such claims. 


It provides, then, for termination on 30 days’ notice. 

I imagine, Mr. Chairman, that it is in the minds of this committee 
that the men—there are 270,000 stations in the Nation—if this large 
group of men are having such difficult times, why don’t they get out of 
this business? I have asked that question a thousand times. This 
business to these groups of people is like your profession to you or the 
groceryman’s to him, They have been in it, as a rule, many years. 
They like people. They like to deal with people. 

_ Mr. Roosrverr. Will you talk a little louder. This is very interest- 
ing, and the people in the back of the room are straining their ears. 

Mr. Grirrin. This business is the life of these fellows. It is a labor 
of love, like I imagine serving in Congress is. And it is all they know. 
Men that are accompanying me here now have been in this business 
for more than 10 years. They know their customers by their first 
names, They know their wives and children. The wives of these 
customers often call up the service station men and say, “Will you 
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call me at 2 o’clock in the morning? I’ve got a sick child. I want 
to get up and give him some medicine.” 

It isa business, and it isall they know. And this further statement: 

The oil companies have done marvelous jobs in 2 of the 3 phases 
of their business. In the production end they have done a great job. 
In the manufacturing end they have done a wonderful job. In the 
marketing end, they have been failures. The reason for that is that 
they have not, in my opinion, exercised good judgment m personnel 
relations, and they just don’t have contacts with these men. They turn 
them loose and let them root, hog, or die. 

There are many men in the business that ought never to have been 
there. They start in broke. But the rank and file of these men are 
good businessmen. If it were not so, they would have been like the 
man that the witness told about before that had been out in 9 months. 


Shall I have this contract marked ? 

Mr. Roosrvettr. The committee will instruct Mr. Arnold as its coun- 
sel to look at the contract and to ascertain the name in order that he 
may be sure that the photostat which you will submit is a photostat 
of the document which you have presented to the committee. You 
may then keep the original and submit the photostat for the com- 


mittee file. 
(The contract referred to is as follows :) 


GuLr Or CorRPORATION RETAIL CONSIGNMENT AGREEMENT 


GuLF O1L CorPORATION, hereinafter called “Consignor,” and ~.--.-_-_-_____- 
Se eee ale OE ect oneal n hohner cnea agen, |S: EEG” Cmaniahe 
signee,” desiring to arrange for the sale and distribution of gasoline products 
snap dind cho dct tlinisniidanie- eile ates agree as follows: 

At the commencement of operations hereunder, Consignor shall stock said 
station with quantities of Gulf Gasolines, such quantities to be determined by 
Consignor. Consigned stocks shall remain the property of Consignor until sold 
in the regular course of business, but Consignee shall be responsible for all 
shortages of stock. The Consignee shall sell such products at prices fixed by 
Consignor from time to time, and such sales shall be for cash only or at credit 
on such terms and to such customers only as may be specifically authorized by 
Consignor in writing. Consignor shall from time to time replace the quantities 
which have been sold, in amounts which it shall determine to be necessary. At 
the time each replacement delivery is made, the Consignee shall pay to Consignor 
in cash or acceptable retail credit invoices for gasolines sold from consigned 
stock in like quantities as the replacement delivery, at the Consignor’s retail 
price at which the stock being settled for was sold, less commission specified to 
be paid Consignee. 

Commissions paid will be as follows: 

That Good Gulf Gasoline: 4.15 cents per gallon. 
Gulf No-Nox Gasoline: 4.65 cents per gallon. 

Authorized representatives of Consignor may inventory and inspect Consignor’s 
consigned stocks at any time during business hours. 

Consignee agrees to use his best efforts in the retail sale of products consigned 
hereunder and shall furnish all necessary tools and like appliances’; shall fur- 
nish all his own helpers and employees, and shall pay all expenses, labor, contri- 
butions, assessments, taxes, fees, licenses, and other costs of like nature arising 
out of Consignee’s business and upon his property. 

Conignor is interested only in results in terms of increased volume of sales of 
Consignor’s products and the means, methods, and details are left entirely to 
the discretion and judgment of the Consignee, who shall have entire charge and 
control of the management of said business for the purpose of the accomplishment 
of said results. 

It is expressly agreed and stipulated that neither Consignee nor the employees 
of Consignee shall be deemed or construed to be employees of Consignor. Con- 

signee further agrees that he will carry employer’s liability, workmen’s compet- 
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sation, and public-liability insurance for himself and his employees, as far as 
he legally can. 

Consignee shall not represent himself, nor permit any of his employees to repre- 
sent themselves as agent or employee of Consignor. Consignor assumes no re- 
sponsibility for the acts or omissions of Consignee, his servant or employees, in 
the management or operation of said business, negligent or otherwise, and Con- 
signee covenants and agrees to indemnify and hold Consignor harmless against 
any and all such claims. 

This agreement is for a period of one year from the date hereof but shall 
be automatically extended and renewed for successive periods of one year each, 
unless one of the parties hereto notifies the other in writing at least thirty (30) 
days in advance of the end of any such year that it does not desire to renew 
or extend the same. Such notice or any other notice in connection with this 
agreement shall be addressed to Consignor at ~-.___..--___-_-__--------_-~--_- 


and ‘te “OCommmeeee B60 0) eae a ah Deposit in the United 
States mail of a properly addressed and stamped communication shall be deemed 
to be delivery to the party addressed. 

If any provision of this agreement shall be breached, then the party not at 
fault shall have the option of immediately declaring the contract terminated. 

This instrument contains each and every agreement and understanding existing 
between the parties relating to the subject matter of this contract, and no agent 
of the Consignor has authority to change, modify, or add to this contract, or to 
make any other or further agreements in connection therewith. 


This contract shall not be binding upon Consignor until signed by its Division 
General Manager. 


Signed in quadruplicate this 
CONSIGNOR: 


CONSIGNEE : 


WITNESS: 


Mr. Roosrvett. There are a number of questions, Mr. Griffin, that 
the committee would like to ask you. We want to thank you for 
your interesting and constructive statement. 

We have had very recently intimation of this new approach to 
the problem of distribution. They call them a commission station, 
as against the independent station. I think the contract which you 
read makes very clear that the company considers the commission 
station as a different method of operating without responsibility from 
the employer-employee relationship. 

Mr. Grirrin. Yes, sir. 

Mr. Roosrveir. That will be something the committee will want to 
loak into very carefully. 

I think, however, that I would like to have from you an expression 
of opinion as to whether or not, if this should become widespread, 
this commission basis, as to whether you think that there are any or 
sufficient advantages to the so-called independent businessman in- 
volved to enable him to stay in the business as against the man who 
has to operate without a set margin of profit which this contract 
provides him with. 

Mr. Grirrry. Mr. Chairman, I will give you my opinion on that. 
I think there is today a trend, a rapid trend, where ali companies 
will ultimately go to agent stations. That will be necessarily the 
result, unless there is some legislation or unless the companies change 
their policies, because these fellows can’t operate on 2-, 3-, or 4-cent 
margins. It is not in the cards. 

I will give you my opinion further that the petroleum industry 
would be better off with all of them agent. stations or all salaried 




















































































430 DISTRIBUTION PROBLEMS 


stations than the way they are now. They would be better off with 
all dealer stations. But this conglomerated mixture is destroying 
the small-business man in this business. : 

Mr. Rooseveur. In other words, your testimony would be that the 
companies should be allowed a choice of either one or the other, but 
not both ? 

Mr. Grirrin, That is right. 

Mr. Roosrveur. If they are allowed to remain, or if they choose the 
path of the agent-operated or company-owned station, would you 
feel under such conditions, where it was operated by the agent, that 
if the agent had an investment of his own in TBA products, it would 
be well te protect his right to sell TBA freely, or would you feel 
that there again, legislatively we should prohibit the company from 
making any restrictions as to exclusive product, where the man had 
an investment of his own? 

Mr. Grirrin, If he has an investment of his own, I think he should 
be protected in that investment. 

I want to say this right there, voluntarily, Mr. Chairman, that as 
a rule these dealers are loyal to their companies. They realize they 
have an investment. They push the company products. But we 
have customers that are used to buying Quaker State motor oil, and 
you couldn’t sell them any other kind of oil. That is an illustration. 

These gentlemen want the right without interference to stock 
merchandise that their customers want, that they will not buy from 
their particular supplier. We think they ought to be given exclusive 
right to put anything in there they want to. 

Mr. Roosrveitt. Now, Mr. Griffin, let us look at it for a moment 
from the point of view of the customer. If, let us say, the Texas 
Co. were to operate nothing but Texas-owned stations and thereby 
had nothing but Texas products in that station, is it not, in your 
opinion, proper that the customer should have some manner or way 
of buying other products, such as Quaker State oil, as you men- 
tioned? How can that be done as long as you give the right to the 
Texas Co. to operate its own stations and have nothing but its own 
products ¢ 

Mr. Grirrin. Mr. Chairman, if the agent in that station is going 
to have an investment in TBA, then I think the customer is entitled 
to buy at that Texas station anything he wants; I think the agent is 
entitled to sell it. Now, if the company owns all of the products 
and operates it as its own station and it wants to take a chance 
on losing a customer because it doesn’t have in stock what that cus- 
tomer wants, I think the company ought to have a chance to lose 
that customer if they want to. 

Mr. Rooseverr. That is all right as long as an independent opera- 
tor can get a supply of gasoline—— 

Mr. Grirrin. Yes, sir. 

Mr. Roosrverr. Whereas, as the committee had testimony in cer- 
tain areas of the west coast, an independent operator cannot buy 
gasoline; he is in a difficult position. 

Mr. Grirrin. Yes. 

Mr. RoosEvett. And the consuming public are in difficult posi- 
tions. Therefore, does it not perhaps follow that the consumi 
public should be protected by saying that the oil companies should 
not be in the TBA eadintas at all? 
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Mr. Grirrin. Mr. Chairman, I agree with you 100 percent. I think 
that ought to be done. I don’t think the companies ought to be 
permitted to engage in the retail marketing of their products which 
they own from the source to delivery. Whether that can be done 
through this Congress, I don’t know. That is the problem for you 
gentlemen. 

Mr. Roosevetr. That the committee is not yet ready to state. 

Mr. Steed ? 

Mr. Streep. Mr. Griffin, we have had some testimony here regarding 
the fact that the major oil companies invest a lot of money in real 
estate. Now, with the growing and changing population and, with 
the high competition between the major companies themselves to put 
their product on the market against some other nationally adver- 
tised product, is there any way that a company could assure its 
fair share of the business nationally unless it did have some interest 
in getting new locations and keeping its product in places where it 
could reach the public ? 

Mr. Grirrrn. Mr. Steed, I believe there is, if they are sufficiently 
good salesmen to find dealers for their products, like their competi- 
tors are. If they are all in the same boat, in other words, I can’t 
see how that would be any obstruction, serious obstruction. 

Mr. Srexep. In the modern, new, up-to-date service station, what 
is the average investment required to build one? 

Mr. Grirrrn. Of course, it depends on the location and the parts 
of the cities. But in towns of 40,000 and 50,000 and above, the 
average, I would say, is $40,000 to $50,000. 

Mr. Sreep. Is the average little station operator able to make an 
investment of that extent ? 

Mr. Grirrin. No, sir; not the average. 

Mr. Steep. Do you believe there is any advantage to the supplying 
company in getting its product nationally accepted in its assurance 
to the public generally that certain services and qualities are provided 
for them if they patronize stations bearing the signs of that company 
wherever the motorist may be ? 

Mr. Grirrin. Yes, I think so, Mr. Steed. I will tell you the thing 
that sells more gasoline than anything else is not the brand or the 
name, but the service that the boy renders on the driveways. He isthe 
Texas Co. or the Gulf Co. or Phillips, the companies in our area. He 
is the company to the public. They have no contacts with the com- 
pany direct. Whatever service that he puts out as service is going to 

old his customers and get new ones. 

Mr. Srerep. Is it true that if he did not give service and did not keep 
a clean station, he might likewise be party to denying the company a 
chance to hold customers ? 

Mr. Grtrrin. Yes, sir; that is very true. : 

Mr. Sreep. Does that, in your opinion, give the company some 
equity right in wanting its stations operated up to certain standards? 

Mr. Grirrtn. It certainly does. And I am not representing them as 
an attorney, but if I were one of their good attorneys, I would write 
that into their contracts, that they have to keep it up. I would do 
that whether I owned the real estate or they owned it, if they were 
going to handle my eae 


Mr. Roosrvetr. That is in most contracts, is it not, those general 
provisions? 
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Mr. Grirrin. I believe in most of them it requires them to. 

Mr. Roosevert. And as the representative of a retailer, you have no 
objection to that part of the contract ? 

Mr. Grierin. None, whatever. I think it is excellent for both 
parties and for the public. 

Mr. Sreep. That is all. 

Mr. Roosevett. Mr. Sheehan ? 

Mr. Surenan. Mr. Griffin, I was certainly very interested in a 
couple of comments you made, and would like to remark on them from 
the standpoint of philosophy. I notice that you and Mr. Roosevelt 
agreed on the idea that the TBA thing should be divorced from the 
control of thecompany. You thought it was a pretty good idea. 

Mr. Grirrin. I hope that the chairman agrees with me. 

Mr. SHEeeHan. You said you agreed with him on it. 

Mr. Grirrin. Yes. 

Mr. Sueenan. Unfortunately, I am not in a position where I can 
agree with either one of you, for the simple reason that we still have a 
free country and we still have a free economy, and we cannot legislate 
everything that everyone is going to do. And I state this from the 
standpoint of a small-business man who owns two companies. I know 
the problems just as much as the gas-station man. 

Now, a little bit later you went on to say to Mr. Roosevelt here, that 
in your opinion the thing that sells more gas than anything else is not 
the brand or the name but the service-station man and the service. « Is 
that a correct statement ? 

Mr. Grirrin. That is right. 

Mr. SueeHan. Then this whole problem is very simple, in my 
estimation. 

We have had testimony here yesterday, or the day before, showing 
that a certain chain of stations in Texas, the Humble Co., for instance, 
permits their dealers to sell anything they want along with their own 
line. Now, this is still a free country, and as a matter of philosophy, 
you do not, nor does any station have to sell Texaco or Standard or 
Esso or anything, does he? 

Mr. Grirrin. As a matter of philosophy, did you say ? 

Mr. SHeenan. Yes. 

Mr. Grirrin. No, he does not. But as a matter of practice in many 
cases he does. 

Mr. SuerHan. He does not have to go into these contracts origi- 
nally. 

Mr. Grirri. Right. 

Mr. SueenHan. What he should do is shop around for the type of 
company that will permit him the certain leeways he wants—— 

Mr. Grirrin. That is right. 

Mr. SHeenan. Because it is still a free country, and he does or does 
not have to sign any contract; is that not right? 

Mr. Grirrin. That is correct. 

Mr. Surenan. So, therefore, it seems to me the whole problem 
solves itself. He selects a major oil company that permits him to 
run the type of station he wants to run, because by your own admis- 
sion, the thing that sells the gasoline is the service-station man and 
the service. 

Mr. Grirrin. Yes. But let us go back to the Humble. They are a 
wonderful company, and the Gulf—— } 
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Mr. Surenan. Maybe I should not have mentioned them by name. 
But I mean that there are companies that do that. 

Mr. Grirrtn. It is a wonderful company. Gulf is a wonderful 
company. I know the heads of them. They are fine fellows. 

If they would get away from these company-operated stations and 
keep out of the retail business, in competition to their dealers who 
are paying them rents and marketing their merchandise, we would 
have a most happy situation. But every Humble station in Texas— 
and there are 408 of them, and maybe more today—has a price posted 
at least 1 cent lower than the Humble lessee dealer right across the 
street. 

I have talked to Mr. Frank Watts, who is the head of Humble, as 
far as we are concerned, and I have told him that very thing. But 
we are unable, Mr. Sheehan, to change their policies of operation. 

Mr. SHeenan. Is there any major oil company 

Mr. Grirrin. Lord knows, we want to stay just as far away from 
legislation as possible. We agree with you that there is a lot of free- 
dom in this country, and we want to keep it. But we have reached 
the point in this business that these corporations are so gigantic and 
they are so far removed from these little fellows down the line that 
in between the heads and these fellows are thousands of small-salaried 
men, anxious to make a record with the company, so that they can 
be promoted, and all they know is to refer to a book and go out and 
tell them. 

If we can solve the personnel relationships in this business, we have 
got the finest business in America. 

Mr. SHeenan. I am frank in stating to you that I think—and this 
is my own personal opinion, the greatest service that this committee 
can do after these hearings are all over is to show the major oil 
companies that out of pure, good business, they ought to amend their 
ways in dealing with the station operators. 

Mr. Grirrin. Yes. 

Mr. Sueenan. If we can do that without legislation, we will have 
done a great job for you dealers. Would you agree with that? 

Mr. Grirrin. I certainly do, yes, sir, if you can do it and get results. 
I am hopeful that the power of this committee and the Congress can 
do that. The little fellows like we are have been unable to do it. 
Why should there be dissension with men coming all over the Nation 
here, men that I never saw or heard of before, in a fight to stay in 
their own business, and fighting their suppliers? They are the cus- 
tomers of these companies, They handle 80 percent of all the refined 
oil. There should be the friendliest sort of relationships. 

Mr. SHeenan. It seems to me that it would be coal policy for the 
major oil companies to make their own customers, the gas-station 
dealers, happy. 

Mr. Grirrin. I can’t understand why they do not. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Roosevett. Mr. Griffin, I would just like to add for the record 
that Iam, I think, as interested as Mr. Sheehan is, and I am sure that 
Mr. Steed is, too, in following a policy which follows the basic prin- 
ciple of this country of free economy. 

Mr. Grirrin. Yes, sir. 
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Mr. Roosevetr. However, I want to add that I think freedom runs 
not just one way; it takes in all of the citizens, and not just some of 
the citizens. 

Mr. Grirrin. Right. 

Mr. Roosevetr. And I am interested in the consumer. I think the 
consumer is entitled to freedom, too, freedom to buy the best product 
at the best price that he can buy it. I think perhaps we are examining 
this evidence in the light of the consumer, also. And I am sure that 
what Mr. Sheehan has said is an excellent suggestion, and if the com- 
mittee could become convinced that some of the practices which have 
been brought before us could voluntarily be cured, I am sure that this 
committee is going to be sympathetic to an honest effort to cure them 
by those responsible for them. 

Mr. Grirrtn. Yes, sir. 

Mr. Roosevett. Mr. Arnold? 

Mr. Arnotp. No questions. Thank you. 

Mr. Roosevetr. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Roosrvert. Thank you, Mr. Griffin, very much for your helpful 
presence. 

Mr. Grirrtn. Thank you. 

Mr. Roosevetr. I am going to call Mr. Milton Allen next out of 
order, if I may, because I understand that he has to leave early this 
afternoon, and if Mr. Snow, who is the next witness, does not mind, 
we will have to take him after lunch. 

Is that all right with you, Mr. Snow? 

Mr. Snow. That is fine, sir. 

Mr. Roosrverr. Mr. Allen, will you come forward, please? 

Will you raise your right hand, please? Do you solemnly swear the 
testimony you are about to give before this committee is the truth, the 
whole truth and nothing but the truth, so help you God? 

Mr. Aten. I do. 
Mr. Roostvett. Thank you. Mr. Allen, ‘you go right ahead. 


TESTIMONY OF MILTON F. ALLEN, EXECUTIVE SECRETARY, THE 
GEORGIA ASSOCIATION OF PETROLEUM RETAILERS, INC. 


Mr. Auten. Gentlemen, my name is Milton Allen, and I am the ex- 
ecutive secretary of the Georgia Association of Petroleum Retailers. 

Rather than recommend myself, I am merely trying to identify my- 
self in saying that I am a law school graduate and a former special 
agent for the FBI for 4 years during the war, in and out of this 
country. 

I have been for 10 years, the past 10 year's, the executive secretary 
of our association in Georgia, which has a present membership of 
3,400 paid members out of some 4,500 complete stations in Georgia, 
which brings it up to the top as the largest NCPR affiliate in this 
country. 

I am now trying to show you whom I represent here. Also, we have 
37 local chapters in Georgia, with a meeting every 3 months, 3 field 
representatives doing a service job in the field with these men in daily 
contact, along with myself, with their problems and needs. 

So this is really, I guess you would call it, opinion evidence of 
myself. 
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Now, I have lived, eaten and met with these lease dealers for the 
past 10 years and I have come here from Georgia to very earnestly 
appeal to you gentlemen for justified help, we feel, for these fellows, 
and so I represent them, and do feel it is a real privilege to be here 
in their behalf, and I appreciate this privilege very much. 

I would like to emphasize that these needs that I bring to your at- 
tention on the part of these dealers are not the exceptional dealers I 
am representing, but the vast majority of the dealers, as I have noticed 
a consistent pattern of domination on. the part of the major oil com- 
panies, supplying companies, to their lease operators, from the stand- 
point of dictation as to how the station is to be run in a good many 
ways plus also, pressure as to exclusive selling, of which you have 
heard already. 

As an example of dictation, there are such matters as keeping open 
longer hours at night, operating on Sunday, where they started off 
operating 6 days a week, and are requested most vigorously to operate 
on Sunday, against the wishes of the dealer, who, in many cases, would 
like to close up Sunday and have a day with his family and go to 
church and live a normal life after having invested his life savings 
in many cases into this business. 

So he sort of has a bear by the tail that he cannot let go. Perhaps 
he is not qualified to go into another business. He chose this business 
because his qualifications, he feels, perhaps limit him to this type of 
operation, where he sees a picture of being in business for himself and 
a bright future if he really works hard and deals fairly with the 
public, and so forth, and somewhat ignorant of things to come up later 
in regard to his lease. 

Perhaps it is his fault if he does not examine his lease more care- 
fully and go to a competent lawyer. But there again, while we have 
a lot of good businessmen in the retail business, we do have some 
fellows who think the man is making good money and it is a good 
opportunity for him to get started in business for himself; maybe 
he is the type that can’t work for somebody else. So he invests his 
savings in good faith on representations made, and so he starts in 
the business. 

It is not only my observation and opinion that the supplying com- 
panies dictate the way the station is run and apply pressure to 
exclusive selling, but they also control price, in the larger cities espe- 
cially, by the strategie location of company-owned and operated 
stations, thereby controlling the price of the lessee stations, also. 

It might be noted here that the company-owned and operated sta- 
tions have the advantage of a wholesale and a retail market to operate 
on. They are not concerned with what you think of as a small retail 
price or margin beeause they can fall back on their wholesale to make 
their profit and keep operating, whereas a retail lease dealer has only 
to look to his retail margin. If he cannot operate on that, he goes 
out of business. He doesn’t have a wholesale margin to fall back on, 
and, therefore, he is in unfair competition; it is unfair to him in 
having competition that can also fall back on a wholesale margin, 
and is not concerned with squeezing the price and lowering it at a 
company-owned and operated station in the same area. 

It has been my observation and opinion that the company-supplier 
monopoly on the lease stations not only result in exclusive selling 
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of TBA items, tires, batteries, and accessories, which are forced on 
the dealer, and as a result of the threat of cancellation or the threat 
of not renewing, for no good reason, but also erects a barrier from 
another angle. 

It is a threat, and a present danger and a barrier to free enter- 
prise and the small-business man who wants to get started in a free 
country on something he has developed, an idea, and finds through 
this policy on the part of the supplying companies of dominating 
their lease dealers a barrier that he cannot break through and get 
started. 

That is very much against our heritage of free enterprise in America. 

I would like to illustrate that. Suppose one of you gentlemen in- 
vented a product such as an improved car battery, and you were able 
to get a patent on it, and you were all full of zeal and enthusiasm 
about something that was your own baby and you wanted to make 
a million dollars on it, except for taxes, and so you do a good research 
job on it; you really go to town on doing a wonderful testing job, 
competent laboratory testing. 

So the time comes to market it, and maybe thinking you are in 
a country of free enterprise, you don’t think to check your market 
first. You just know it is out there if you have a good product to 
sell, that a car owner is going to buy it, because it is superior and 
does a good job and the price is right. 

So you probably go to your hometown dealer who has been servicing 
your account, and you feel that you can put a little pressure on him 
yourself to maybe get started on his trying out your battery. So— 
let’s call him Mac—you go into Mac’s station andorine your battery 
with you, and your records about testing, you know, laboratory rec- 
ords, and so forth, and you say, “Mac, I’ve got a battery here that I 
put a little money into, investing and getting a patent on it, and so 
forth. And I was able to obtain a patent. It stood up all right on 
the laboratory tests. I would like for you to test it for me from a 
practical standpoint in your station in cars over a period of time and 
let me come back and I want your opinion about it,” using that subtle 
sales approach there, you know. 

So you come back after that period or time has elapsed, and you’ve 
got Mac sold on thisthing. He has tested it, and it is really a wonder- 
ful improvement over any battery on the market, and he notices your 
price is right, and he says so. You start rubbing your hands, and the 
question finally comes up, “Well, Mac, how many would you take? I 
am sure glad you like this, because this has been worrying me as to 
how it is really going to turn out in a practical test.” 

So Mac starts shuffling him feet and looks down and says, “Well, 
I will tell you, you’ve got a good battery here and I am sold on it. 
It is the best I have ever seen. It stands the practical test of the 
road in cars. Your price is right and your margin is good, and it 
js just a good battery all the way around. It éan’t be beat.” 

hen he lets you down and he says, “I am awfully sorry, though, but 
I had better not take on your battery, because, you see, I have got this 
supplying company that doesn’t like for me to push any other battery 
but their sponsored battery, and I am just a little bit afraid that if 
take it on, I might get canceled out of my station.” 
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And you say, “Well, Mac, there is something wrong with this. You 
are my largest outlet. Garages maybe are secondary. But the serv- 
ice-station outlet is a logical outlet for my product here. We live ina 
free CouyerY with free enterprise. So there is something wrong, isn’t 
there?” 

Mac says, “Well, it may be, but I can’t get your battery. I can’t 
take it on. 

So you g° down to Tom, Dick, and Harry, down the block or the 
street, and you will find most of them in the very same position as 
Mac is in. They like to help you and might be sold on it, but they 
can’t take it on because of the dominating influence and sure rebuff 
they would get from the supplying companies. 

So you know there is something wrong, and there is, with our free- 
enterprise heritage in America here, that we have had and should 
have again. 

That illustrates, gentlemen, the freezing out of an independent man- 
ufacturer who doesn’t have a tie-in with a major oil company on a 
sponsored product, from breaking into a market that is logically his 
in the automotive field through which to sell to the ultimate consumer. 
And surely we can say that needs correction. 

Now the dealers in Georgia—I cannot speak for the rest of the coun- 
try, I suppose—but down there, they are not only suffering from an 
economic disease through supplier domination, but I would like to 
bring in a point of human value and personality, which certainly has 
a place in the picture, because in our country and in Congress there 
is a high regard for the dignity of man and human values. I think 
we are all in agreement on that. 

And so as chaplain of the National Congress of Petroleum Re- 
tailers, I would like to tell you again that is based upon observation 
and personal experience during these 10 years, of letting you know 
that there is damage and injury to the personality and human value 
standpoint, from that standpoint to the dealer, as he comes into the 
business, being sold upon the idea by representations, which maybe 
he should have checked a little more carefully, but failed to, and he 
invests his few thousands of dollars in that business and he starts out 
with zeal and enthusiasm and looking ahead to a bright future, 
financial security for himself and his family, like any fellow who 
goes into what he thinks is business for himself, and looking ahead 
to stability, feeling that if he puts out good, honest effort and deals 
fairly with the public and does everything right as humanly possible, 
that he will get ahead. 

So I have seen that picture time and time again, gentlemen, in 
Georgia, and I am sure it is true all over the country, where a dealer 
will go into the business with great interest in this retail petroleum 
business and for a brief spell there is a honeymoon period of pleasant 
relations until he starts exercising some initiative in order te run 
his business as he wants to, to make the profit out of it that he is 
entitled to, and in accordance with what is allowed to him, which is 
not prohibited or limited in the lease, only to find out very shortly 
thereafter that company domination and influence begins to play a 
part, and what was once a pleasant relationship, in the majority of 
cases in Georgia, becomes disillusionment and a bitter experience for 
the dealers who have put in their life savings and can’t let that thing 
go very easily, and so they are stuck, and they bog down. 
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You have seen a dog that has been ‘beaten, and having a broken 
spirit because of it. I have seen many a dealer—I have seen the 
contrast before and after. I have seen him go in and come out, and 
there is all the difference in the world in that man’s outlook upon 
life and his faith in human nature, and it is a terrible thing to realize 
that this is going on all over the country, and there is a very real 
damage to just the human quality of the thing. 

I am concerned about it, not only as executive secretary in Georgia, 
but as chaplain of the NCPR, and I am sure you gentlemen are, too. 

So there is something wrong, and I, too, am for this voluntary 
cooperation or voluntary concessions on the part of the supplying 
companies, but we haven’t got them through the years. In 1947, I 
made a speech before the marketing committee in Chicago concern- 
ing several of these basic problems—no action taken for years. Out- 
side of that, I only see the hope here through your committee in 
recommending legislation, and I personally am very much sold, and 
our board of directors down in Georgia, and I know I speak also for 
the majority of the people in the National Congress of Petroleum 
Retailers, that what we need is a good below-cost sales act that will 
prevent the sale of goods at less than cost, including cost of selling, 
patterned somewhat on the Michigan Below-Cost Sales Act, to make 
a base that goes down to the roots, to make a remedy that will make 
for better competition. 

Long-term leases are another remedy, we feel. I speak of 5-year 
leases, and I speak not without the knockout clause included, but 
nevertheless reasonable grounds for cancellation, and the matter of 
strengthening the Robinson-Patman Act, the matter of providing 
legislation, specific legislation, to prevent TBA pressure on the dealer, 
and then for better enforcement, more adequate, prompt—and I guess 
that means we need more help on the part of our present law-enforce- 
ment bodies having jurisdiction over these present laws that we do 
have, plus the jurisdiction they would have over any proposed law that 
would be enacted. 

Mr. Roosevetr. Thank you very much, Mr. Allen. 


Cae t just ask you one question about your recommendation on 
the ia § 


Mr, Auten. Yes, sir. 


Mr. Roosryexr. I am sure you realize that, of course, the salesman 
of the oil company receives the commission or an override on the sale 
of his company’s products, and therefore, it is only natural that he 
should put, let us say, pressure on the retail dealer to sell his products, 
because he does not, receive an override on a noncompany product that 
the retailer might sell. It is a little difficult for me to understand how, 
unless there is a complete divorcement of TBA sales by the oil com- 
panies, you are going to solve in the long run any such problem, be- 
cause it would be only human for the salesman to want to get the best 
possible sales that he can get, and he is always going to put pressure on, 
whether he is specifically authorized to do so or not. 

Therefore in your opinion, as long as you include as part of the 
petroleum salesman’s products, TBA products, how are you ever going 
to help but have this kind of pressure unless you eliminate that part 
of his sales? 

Mr. Auten. Well, I think that the pressure should be a matter of 
salesmanship rather than pressure so that an independent manufac- 
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turer coming in would be on equal ground. I realize the problem you 
have. It is natural, as I say, to put unfair pressure which we do ob- 
ject to, which I can see can only be solved through a better enforce- 
ment of our present antitrust laws that prohibit dictation of policies 
by supplying companies, and exclusive selling. 

That is why I have said that the strengthening of, say, the Clayton 
Act, section 3, to prevent TBA pressure seems to me to be the answer 
to that problem. 

Mr. Roosgvett. Now, Mr. Allen, along that line, is it not your ex- 
perience, too, that the average complaint that is received about the 
Federal Trade Commission or the Department of Justice in the first 
place is that it takes so long to process it 

Mr. Auxen. It certainly does. 

Mr. Roosrvetr. Even though the law is upon the statute books, the 
actual remedy to the retailer is kind of remote remedy at best. 

Mr. Auten. Yes; it certainly is. As a matter of fact, I don’t think 
we have had one processed on through yet, by the Federal Trade Com- 
mission in Georgia. Again it may be a matter there of help, more 
budget necessary for more personnel. I don’t know, but that would 
be my opinion. 

Mr. Roosrvetr. The committee will hear from the Federal Trade 
Commission, and we will most surely ask them some of those questions. 

Mr. Steed ? 

Mr. Streep. No questions. 

Mr. Rooseveur. Mr. Sheehan? 

Mr. SHEeeHAn. No questions. 

Mr. Roosrvett. Mr. Arnold? 

Mr. Arnoip. No questions. 

Mr. Rooseve.t. Mr. Dalmas? 

Mr. Dataas. No questions. 

Mr. Roosrvett. Thank you very much, Mr. Allen. We appreciate 
having your testimony. 

The committee will stand in recess until 2 o’clock this afternoon. 

(Whereupon at 12:10 p. m., the subcommittee recessed to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


Mr. Roosrvett. The committee will come to order, please. 

The committee has received two statements in affidavit form; one 
from Mr. Clyde Neighbors, of Spartanburg, S. C., and one from 
Mr. W. M. Lancaster, of Spartanburg, S. C., which will be entered 
into the record without objection. 

(The affidavit statements are as follows :) 


AFFIDAVIT 


COUNTY OF SPARTANBURG, 
State of South Carolina: 


Personally appeared before me Clyde Neighbors who being duly sworn states 
that he operates a Gulf gasoline service station located at 202 Dunbar Street, 
Spartanburg, S. C., and that he was approached on or about March 20, 1955, 
by David W. Johnson, field representative of Gulf Oil Corp. and told by David 
W. Johnson that Gulf Oil Corp., intended to cut the price of gasoline at its 
only company-owned, company-operated service station located inside the city 
limits of Spartanburg, in order to meet the competition of Shell Dil Co. Clyde 
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Neighbors further states that the above-named representative of Gulf Oil 
Corp. asked him to cut his price without any reduction of price to him by the 
supplier (Gulf Oil Corp.), stating that his volume of sales would be increased 
by so doing. Mr. Neighbors further states that he did not go along with the 
idea of reducing his price, and that none of the other Gulf dealers in Spartan- 
burg reduced their price on gasoline with the exception of 2 or 3 stations that 
posted the reduced sign for 1 or 2 days and then went back to their former 
price. However, he further states that Gulf Oil Corp. posted a reduced sign 
some 30 days ago at the company-owned, company-operated station located at a 
very favorable location in the heart of Spartanburg, 8S. C., and that Gulf has 
continued to display a big street sign showing the reduced price which is 4 
price substantially lower than the posted price of its dealers. 
Sworn to and subscribed before me this 19th day of April, 1955. 


(Signed) CLtypE NEIGHBORS. 
[SEAL] (Signed) JAMES L. BRIDWIRE, 
Notary Public of South Carolina. 
My commission expires at will of governor. 


AFFIDAVIT 
COUNTY OF SPARTANBURG, 
State of South Carolina: 

Personally appeared before me W. M. Lancaster, who being duly sworn, 
states that he operates a Gulf gasoline service station located at 437 Bast Main 
Street, Spartanburg, S. C., and that he was approached on or about March 20, 
1955, by David W. Johnson, field representative of Gulf Oil Corp., and told by 
David W. Johnson that Gulf Oil Corp. intended to cut the price of gasoline 
at its only company-owned, company-operated service station located inside 
the city limits of Spartanburg in order to meet the competition of Shell Oil Co. 
W. M. Lancaster further states that the above-named representative of Gulf 
Oil Corp. recommended that he cut his price without any reduction of price 
to him by the supplier (Gulf Oil Corp.), stating that his volume of sales would 
be increased by so doing. Mr. Lancaster further states that he did not go along 
with the idea of reducing his price, and that none of the other Gulf dealers in 
Spartanburg reduced their price on gasoline, with the exception of 2 or 3 stations 
that posted the reduced sign for 1 or 2 days and then went back to their former 
price. However, he further states that Gulf Oil Corp. posted a reduced sign 
some 30 days ago at the company-owned, company-operated station located 
at a very favorable location in the heart of Spartanburg, 8S. C., and that Gulf 
has continued to display a big street sign showing the reduced price which is 
a price substantially lower than the posted price of its dealers. 


(Signed) W. M. LANCASTER. 
Sworn to and subscribed before me this 19th day of April 1955. 
[SEAL] (Signed) JAmMEs L. BRIpwIRE, 
Notary Public of South Carolina. 
My commission expires at will of governor. 


Mr. Rooseverr. The first witness this afternoon is Mr. Ralph 
Markey, of Fort Wayne, Ind. 

Will you raise your right hand? Do you solemnly swear that the 
testimony that you are about to give before this subcommittee shall 
ne truth, the whole truth, and nothing but the truth, so help you 

rod ¢ 

Mr. Markey. I do. 


TESTIMONY OF RALPH MARKEY, SECRETARY, GASOLINE 
RETAILERS OF INDIANA, INC., FORT WAYNE, IND. 


Mr. Roosrveir, You may. go right ahead, Mr. Markey. 

Mr. Markey. Mr. Chairman and members of the committee, my 
name is Ralph Markey, of Fort Wayne, Ind., and I am secretary 
of the Gasoline Retailers of Indiana, Inc. 
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On February 19, 1954, I wrote the Federal Trade Commission as 
follows: 


We occasionally survey the retail-gasoline market throughout the State and 
publish the information received in our house organ, the Hoosier Station 
Operator. 

The last survey was taken in January of this year; previous to that, July 
19538. P 

Complaints received from service-station operators on the present low mark- 
ups and inability to retail gasoline at prices enabling them to obtain what 
they consider workable margins prompted me to check these surveys. 

It appears that in 6 out of 11 areas in which comparison can be made the 
retail-station operators have suffered more than 10 percent loss in margins 
from July to January. Also, that in these areas subsidies have been estab- 
lished under the CPA, such as Standard Oil of Indiana uses and/or similar 
agreements. In some instances signed agreements do not exist. 

I have received word from a Standard Oil lessee dealer in Decatur, Ind., one 
of the areas in which the lower prices and margins are in effect, regarding his 
attempt to increase his gross margin by raising his retail price on regular 
gasoline. 

Regular gasoline had been selling at 25.9 cents per gallon at this station and 
under the CPA he was getting an allowance which established his margin at 
4.5 cents per gallon. He raised his retail price to 26.9. Upon subsequent delivery 
of gasoline to his station the tank-wagon driver refused to allow the same sub- 
sidy which had been allowed at the 25.9-cent price. The amount of the subsidy 
was lowered so that the same margin would prevail. 

In other words, the supplying company is holding this dealer to one margin 
of profit and indirectly setting the retail price. The same situation prevails in 
the other areas indicated. 

For your information I am enclosing July 1953 and January 1954 copies of the 
Hoosier Station Operator, with the two surveys marked. 

Now—while composing this letter I have received a telephone call from an 
Ohio Oil Co. lessee dealer at Decatur, Ind., who last week raised his retail price 
on regular gasoline to 26.5 cents, so as to increase his earnings. He advised in 
the phone conversation that his Ohio Oil Co. district manager in Fort Wayne 
called him this morning and told him to lower his price to 25.9 cents or he would 
call Muncie (location of their pipeline terminal from which deliveries are made) 
and tell them not to give him (the dealer) his allowance. This dealer also 


stated that he had not signed any agreement regarding subsidies, allowances, or 
anything else in this connection. 
Yours truly, 


RALPH MARKEY. 

In the 14 months since this letter was sent to the FTC, the conditions 
described have further worsened and dealers’ margins have been re- 
duced across the State. These practices of domination and dictation 
of lower margins have meant an alarming increase of service-station 
failures across the State of Indiana with the exception of the north- 
west counties where the Teamsters Union has organized the dealers 
and been able to protect them against the more vicious supplying- 
company practices. In Indianapolis, where there is no such protec- 
tion, but where the effort has been to deal with supplying companies 
within the framework of the traditional trade-association relationship, 
on the other hand, these business failures have had such an increase 
that the supplying companies are unable to get dealer replacements. 

The last mailing of our association magazine to 365 dealer stations. 

That was in March of this year. 

In Indianapolis to a mailing list which had been verified 1 month 
before resulted in the return of 14 of these magazines by the post office 
stamped or marked by the post office “Removed,” “Vacant,” or “Out 
of Business.” Note that each of these magazines is addressed to the 
station, that is, Sinclair Service, Pure Oil Service, ete—not to a 
dealer’s name showing that the “Removed” and “Vacant” returns mean 
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that the business mortality of service-station operators in Indianapolis 
has been so high that the companies are not even able to keep new 
victims in these locations. 

Five years ago, in mailing out our magazines, we mailed them to 
the operator by name, but we had such a large turnover and return 
of these magazines due to operators being checked out or going out of 
business at the rate of 35 or 40 percent a year, that it became necessary 
to address our association magazine merely in the name of the com- 
pany which owned the station rather than to the operator. 

These 14 returns mean that within 30 days, 14 Indianapolis stations 
became vacant with no one on the premises or in business there to 
receive mail. It looks as though these oil companies have been too 
successful in squeezing down dealers’ margins and depriving them 
of the chance to make a decent living in the service-station business 
when it gets to a point where they are no longer able to find men 
to take over these locations. 

Is it any wonder that in northwest Indiana dealers turned to the 
Teamsters’ Union for protection against these destructive abuses? 

I might add that my letter to the Federal Trade Commission was 
acknowledged, and the material submitted was referred to the appro- 
priate department for study, but, gentlemen, if economic freedom is 
to be established in the retail petroleum business, we must have more 
than study. We must have action to solve these abuses. It may serve 
these companies right if they get unionization of operators or Gov- 
ernment regulation through a public utility commission setup— 
for my part, however, as the executive of a small-business trade asso- 
ciation, I have hoped that it would be possible for the industry to be 
enlightened enough to grant economic freedom and opportunity to 
the service-station operators. I have worked for the preservation of 
these people as independent small-business men, but I sincerely state 
that the so-called leaders of the oil industry have taken no major action 
to justify my effort, my hope, and my faith that economic freedom 

an be secured for their lessee dealers. 

Prior to becoming Secretary of the Gasoline Retailers Association 
of Indiana in 1948, I had worked many years for chambers of com- 
merce and for other trade associations, and I tell you, gentlemen, that 
in all this experience I have never known an industry where exploita- 
tion of retailers is the systematic policy of suppliers except the pe- 
troleum industry. We can be thankful that practices such as are 
engaged in by the major oil companies are not prevalent in other 
industries in America. America will be a better country when they 
are not permitted in the oil industry either. 

Mr. Roosevetr. Thank you, Mr. Markey. 

The record will show that Mr. Markey supplied copies of the 
Hoosier Station Operator and the Auto Tradesman, which will be 
kept for study by the staff. 

Mr. Markey. This Federal Trade Commission letter, do you wish 
that. to remain ? 

Mr. Roosrevetr. Do you care to give us the letter as a part of the 
record ? 

Mr. Markey. Yes. 

Mr. Roosevert. The correspondence with the FTC will be made 
a part of the record at this point. 
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(The matter referred to is as follows :) 


FEDERAL TRADE COMMISSION, 
BUREAU OF INVESTIGATION, 
Washington 25, February 25, 1955. 
In re file No. 17—10—29726. 
Mr. RatpH MARKEY, 
Secretary, Gasoline Retailers of Indiana, Inc., 
Fort Wayne, Ind. 


DearR Mr. MARKEY: Pursuant to the request contained in your letter of Febru- 
ary 14, 1955, there are returned herewith your letter of February 19, 1954, and 
the enclosures submitted therewith, consisting of the July 1953 and January 1954 
issues of Hoosier Station Operator. 

Very truly yours, 
SHERMAN R. HI, 
Chief Project Attorney. 


FEDERAL TRADE COMMISSION, 
BUREAU OF ANTIMONOPOLY, 
Washington, D. C., March 16, 1954. 
In re BAM-3368. 
Mr. RALPH MARKEY, 
Secretary, Gasoline Retailers of Indiana, Inc., 
Fort Wayne, Ind. 


Dear Mr. Markey: The information contained in your letter of February 19, 
1954, and enclosures, has been given consideration by this office. 

Through established liaison channels, it has been determined that the Anti- 
trust Division, Department of Justice, is presently giving consideration to the 
pricing practices of the Standard Oil Co. of Indiana, and probably some of the 
other major distributors of gasoljne relating to their distribution policies and 
practices at the tank-wagon level. 

It is the joint policy of the Commission and the Department of Justice to avoid 
duplication of effort. In the interest of economy, such a policy is essential to 
prevent the needless expenditure of public funds, in view of which, it is deemed 
inadvisable for the Commission to take any further action with respect to the 
matter which you present. However, you may desire to refer this matter to 
Hon. Stanley N. Barnes, Assistant Attorney General, Department of Justice, 
Washington 25, D. C. 

Your interest in this matter is appreciated. 

Very truly yours, 
JOSEPH FE. SHEEHY, 
Director, Bureau of Antimonopoly. 


FEDERAL TRADE COMMISSION, 
BUREAU OF ANTIMONOPOLY, 
Washington, D. C., February 24, 1954. 
Mr. RALPH MARKEY, 
Secretary, Gasoline Retailers of Indiana, Inc., 
Fort Wayne, Ind. 

Dear Mr. MArKey: Your letter of February 19, 1954, concerning surveys you 
have made of the retail gasoline market was received in due course. 

The information you submitted has been referred to the Director of the Bureau 
of Antimonopoly of the Federal Trade Commission for his information and con- 
sideration. 

With regards, I am, 

Very truly yours, 
EVERETTE MACINTYRE, 
Chief, Division of Investigation and Litigation. 
65262—55—pt. 1——-29 
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GASOLINE RETAILERS OF INDIANA, INC., 
Fort Wayne, Ind., February 19, 1954. 
Mr. Everett MAcINTIRE, 
Federal Trade Commission, 
Washington, D. C. 

Dear Str: We occasionally survey the retail gasoline market throughout the 
State and publish the information received in our house organ, the Hoosier 
Station Operator. 

The last survey was taken in January this year, previous to that July 1953. 

Complaints recceived from service-station operators on the present low mark- 
ups and inability to retail gasoline at prices enabling them to obtain what they 
consider workable margins prompted me to check these surveys. 

It appears that in 6 out of 11 areas in which comparisons can be made, the 
retail-station operators have suffered more than 10 percent loss in margins from 
July to January. Also that in these areas subsidies have been established under 
the CPA such as Standard Oil of Indiana uses and/or similar agreements. In 
some instances signed agreements do not exist. 

I have received word from a Standard Oil lessee deal in Decatur, Ind., one 
of the areas in which the lower prices and margins are in effect, regarding his 
attempt to increase his gross margin by raising his retail price on regular 
gasoline. 

Regular gasoline had been selling to 25.9 cents per gallon at this station and 
under the CPA he was getting an allowance which established his margin at 
4.5 cents per gallon. He raised his retail price to 26.9 cents. Upon subsequent 
delivery of gasoline to his station the tank wagon driver refused to allow the 
same subsidy which had been allowed at the 25.9 cent price. The amount of the 
subsidy was lowered so that the same margin would prevail. 

In other words the supplying company is holding this dealer to one margin 
of prot and indirectly setting the retail price. The same situation prevails 
in the other areas indicated. 

For your information I am enclosing July 1953 and January 1954 copies of 
the Hoosier Station Operator, with the two surveys marked. 

Now, while composing this letter I have received a telephone call from an 
Ohio Oil Co. lessee dealer at Decatur, Ind., who last week raised his retail price 
on regular gasoline to 26.5 cents so as to increase his earnings. He advised in 
the phone conversation that his Ohio Oil Co. district manager in Fort Wayne 
ealled him this morning and told him to lower his price to 25.9 or he would 
call Muncie (location of their pipeline terminal from which deliveries are made) 
and tell them not to give him (the dealer) his allowance. This dealer also 
stated that he had not signed any agreement regarding subsidies, allowances, or 
anything else in this connection. 

Yours truly, 
RALPH MARKEY. 

Mr. Roosrvetr. I do not have any particular questions, Mr. Markey, 
to put to you, except to say that this is the first time that we have 
had any information that perhaps the answer to this business might 
be the unionization of dealers. 

Mr. Markey. That is taking place in some territories. 

Mr. Roosrverr. Do you know of any other place—what I would 
particularly like to know from your experience is this: You men- 
tioned that it was in the northwest part of your State. Was it simply 
the unionization that resulted in better treatment for he dealer or 
was it the concessions or the changes in the contracts that were won 
by the union that resulted in this, or exactly what was the action 
that resulted in these dealers receiving better treatment from the oil 
companies ? 

Mr. Markey. I can explain this very easily by saying that to my 
knowledge there has not been a price war in Lake County or Gary 
County in 16 years. 

Mr. Roosrvett. How long has the union been there? 

Mr. Markey. About 16 years. 
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Mr. Rooseveir. Are the contracts basically the same, however, as 
they are in the rest of the industry ? 

Mr. Markey. The leases; yes, sir. The union has made some stipu- 
lations that practically prevent price cutting. There is an organi- 
zation in the State of Indiana known as Gaseteria that merchandises 
very successfully all over the State—does a nice business—a good clean 
business organization, but they give premiums. I have been told that 
in Gary, Ind., they cannot do that. 

Mr. Roosrverr. Have you any information as to the practices in 
relation to TBA—or are they equally restrictive ? 

Mr. Markey. I do not know of any condition existing in Gary, 
Ind., if that is what you mean. 

Mr. Roosevetr. Do you mean that the dealers are allowed to sell 
all products, not just the products of the company that they represent ¢ 

Mr. Markey. Mr. Chairman, I cannot answer that, except that I 
do know from my personal contacts with the dealers—I have never 
questioned them on that—but I have never had any complaints on 
TBA merchandising, where there might have been coersion; I do not 
think that exists there. 

Mr. Rooseveir. Does the practice of subsidy exist there? 

Mr. Markey. No, sir. 

Mr. Roosevetr. There is none of that? 

Mr. Markey. No. 

Mr. Streep. Do you mean to say that all of the gasoline dealers in 
this area belong to the Teamsters Union? 

Mr. Markey. I would not say 100 percent, but most of them, the 
majority of them do, and their employees, also. 

Mr. Streep. They are members of the Teamsters Union, instead of 
having a local of their own—do you mean to say they are members of 
the Teamsters International Union, rather than having an associa- 
tion or a local of their own ? . 

Mr. Markey. They have their association. I forget the particular 
name now of it, but it is an association. And they act as an asso- 
ciation. 

T would say that 80 percent, perhaps 90 percent, of the members of 
the association also hold membership in the Teamsters Union. 

Mr. Sreep. That is all. 

Mr. SuHEeenHan. I was very much interested in your suggestion that 
you thought it would be possible for the industry to be enlightened 
enough to grant economic freedom and opportunity to the service-sta- 
tion operators, and that it might help solve the problem. 

Do you personally hold forth any belief that if the major oil com- 
panies got together and under some sort of an arrangement helped to 
make the lease more desirable that this would solve many of the 
problems ? 

Mr. Markey. That would go a long way in my opinion toward it. 

Mr. Surenan. Do you think it is possible? 

Mr. Markey. Well, we have had hopes, but we do not have any 
definite action, except some slight ruffle on the surface of the water, 
you “8 say, that such a thing might be underway. 

Mr. SHEEHAN. Has your association as such, ever tried to get the 


various major oil companies in and around Gary, Ind., together to 
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let them know your problem and maybe a better contract might make 
everybody happy ? 

Mr. Markey. It would not be within the province of any local asso- 
ciation or State association in Indiana to do that, because those things 
come, you might say, from the top levels. ey 

Mr. Roosevett. Have you ever urged your national association to 
do anything about it? , 

Mr. Markey. I think Mr. Nerlinger is right now planning to dis- 
cuss with various oil company representatives the matter of longer 
leases for the dealers. 

Mr. Surenan. That is what we are getting at. We feel that maybe 
eventually, if the major oil companies could get together and clean 
house, as it were, they might get rid of a lot of problems that are 
unsatisfactory at the present time. 

Mr. Markey. Certainly should. We cannot damn the oil companies. 
They have done a great deal—a great deal has been accomplished 
within the industry. It has been a wonderful industry, but this is 
the bad part of it. There is no question about it. 

You have heard the stories from all over the United States. The 
condition is just the same in Indiana for every man that has been put 
out of business in Georgia or New York, the same thing has happened 
in Indiana. They arejustthere. That is all there is to it. 

Mr. SuHeeHan. You stated that you thought it was not the business 
of your association to get the oil companies together. Obviously, some 
place along the line somebody has to make that attempt, whether suc- 
cessful or not. 

Mr. Markey. That is right. 

Mr. SuHeeHan. Who would you suggest should do that? 

Mr. Marxery. That should be done through the National Congress. 
That promotion is underway. 

Mr. SHeenan. It is underway? 

Mr. Markey. Because there would not be in Indiana any oil com- 
pany executive that would have the right to make any change in the 
leases or anything like that. 

Mr. SueenAn. Do you think that our committee could be helpful in 
bringing it forth? 

Mr. Markey. You say the committee? 

Mr. SueeHan. The congressional committee could bring forth a 
roundtable discussion between the operators on the one hand, and the 
major oil companies, on the other hand ? 

Mr. Markey. I think that would be wonderful if it could be done. 
It would go a long way toward solving some of these misunderstand- 
ings that exist in the industry. 

I do not believe, frankly ilied=-eall, say, the vice presidents or the 
presidents of the oil companies, the men that are members of the Amer- 
ican Petroleum Institute, that they know the exact conditions down 
in the field. I do not think they are aware of it. Maybe I am wrong. 

Mr. Roosgverr. In other words, you feel that maybe part of the 
trouble here that some of the practices employed by the salesmen and 
the local supervisors are not known at the head office ? 

Mr. Markey. I would think so. I cannot conceive of any other 
thing being true. Of course, these practices, a lot of them, come 
through quotas that they have to work on, and they are down because 
of the quotas. 
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Mr. Rooseverr. You think perhaps some of the problem is the top 
olicy of setting quotas without a realization of the results that flow 
see the setting of quotas? 

Mr. Markey. Just lower the quotas. 

Mr. Rooseverr. The next witness will be Mr. William D. Snow, 
Toledo, Ohio. I know you have appeared before the committee before, 
but I think we will swear you again. 

Raise your right hand. Do you solemnly swear that the testimony 
that you are about to give before this subcommittee shall be the truth, 
the whole truth, and nothing but the truth, so help you God # 

Mr. Snow. I do. 


TESTIMONY OF WILLIAM D. SNOW, TOLEDO, OHIO 


Mr. Rooseve.t. Mr. Snow is appearing again before the committee 
at the request of the committee, made when he was with us some weeks 
ago that he come back to the committee with some specific suggestions 
in relation to solving this, or with remedies that can be applied to the 
problem. 

Will you proceed, Mr. Snow ? 

Mr. Snow. Mr. Chairman and members of the committee: We are 
at this point now where your questions have raised the final problem: 
“What shall we do about it? What shall we do about this sickness? 
What can be done about this sickness that affects the retail petroleum 
industry, the abuses and the hardships?” 

In giving you our answer I also want to give you the other schools 
of thought on what should be done, briefly, anyway. 

There are four schools of thought as to what should be done about 
this problem, what can be done about it. 

The first one is the school of thought, the point of view that has been 
cogently suggested by some of Mr. Sheehan’s questions that this is a 
free enterprise society, and that the supply-demand balance can be 
reestablished if economic factors are given an opportunity of working 
themselves out. Especially with the assistance of education, self-help, 
and other related factors that may assist the supply-demand balance 
and the economic adjustment that normally occurs in a free enterprise 
society to correct inequities, to correct conditions of unbalance. 

In other words, if dealers are not making a living, why do they not 
get out of the business, then the companies cannot get operators, they 
will have to raise the margins in order to get operators. 

Dealer associations engage in educational programs and prospective 
dealers will see how hopeless it is—they will not come into the busi- 
ness—the companies will have to increase the incentive. 

That is a legitimate point of view. It is a legitimate place from 
which to start, because if the supply-demand factors—if the economic 
factors of the supply-demand society can correct this problem then, 
of course, other action is not necessary. 

So it is appropriate, I think, first to examine the background and 
the soundness of that thesis. 

The efficacy of it is based upon the first part of the first rule of the 
supply-demand economics which is that balance will be achieved in the 
market place. But the second part of that rule is that balance will not 
be achieved, that is, supply-demand balance cannot be achieved if there 
1s collusion between either sellers or buyers; that supply-demand 
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balance cannot be achieved unless there is freedom of enterprise and 
freedom of bargaining on both sides of the supply-demand equation. 

That is the first corollary of the basic principle of supply-demand 
economics. ; 

In the retail petroleum business I think there has been sufficient 
evidence already, but I want to present some more to show that there 
is not freedom of enterprise on the suppliers’ side of this supply-de- 
mand balance, supply-demand equation. 

Going back to the economic theory for a moment, there are many 
studies that economists have made—many studies to show how a group 
of suppliers acting together in a conspiracy, or acting in concert, even 
without conspiracy, but following a leader or following a pricing 
policy or pattern of one of their number can continue conditions of 
permanent or, at least, of continuing and establishing conditions of 
continuing unbalance in the supply-demand equation. 

We see this in two ways. One is by restricting supply. Suppliers 
can achieve a permanent shortage. Since there is no more to be brought 
into the miarket, because they have cornered the supply, the higher 
prices enrich the suppliers without producing a larger amount of the 
commodity, a larger quantity in the market. 

And in reverse there is, of course, the economic principle that sup- 
pliers acting in collusion may, in order to drive a price down, dump, 
if they are willing to take losses in the market they may dump a com- 
modity in the market so that there is always an excess of supply over 
demand. 

Those are the rules. 

Those second and third rules that apply, so far as the supply-demand 


economic situation is concerned to the retail petroleum industry. 

Free enterprise cannot solve these conditions, because free enterprise 
has already been destroyed in the retail petroleum business by the 
suppliers. The conditions of free enterprise have been removed. 

And my testimony on that would, of course, have to recap some of 
the other testimony. I will therefore make it brief. 

I do wish to outline re the principal considerations, showing that 


there is an absence of free competition between suppliers, and an 
absence of the conditions of free enterprise in the retail petroleum 
business on the supplier side. 

I mentioned the first technique, the primary technique, previously 
as the technique of price leadership. 

The retail petroleum industry is, of course, comprised of these 
200,000 supposedly independent retailers, but the central fact about 
the industry is the control over these retailers exercised by the 22 
major integrated companies. 

This is a distribution subcommittee, but I might point out that the 
industry does the same thing at the production level. It only operates 
32 percent of the producing wells. It produces less than 50 percent of 
the raw material, but it fixes the prices. 

I think the Congressman from Oklahoma could corroborate that it 
fixes the prices for the independent producers in the production end, 
just as it fixes the prices for the supposedly adsaantoo retailers in 
the retail end. 

This is done through various devices. 

The first one is the establishment, so far as the retail business is con- 
cerned, of marketing areas with clearly defined boundaries, so that 
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every State, every county is assigned to the marketing area, to a single 
marketing area, and then the assumption of price leadership by one 
company in each marketing area. The one company which assumes 
leadership, that is, price leadership, has the advantage of the acqui- 
escence of other companies in its leadership policies. 

Mr. Roosevett. I do not want to interrupt you, but I think that you 
did explain that, this point very thoroughly before. 

Mr. Snow. I octal like to introduce this map into evidence with 
the statement that it presents the material which was developed by 
the Department of Justice in the case filed against the 22 major inte- 
grated companies when Mr. Arnold’s father was the Assistant Attor- 
ney General in charge of the Antitrust Division and Mr. Roosevelt’s 
father was President of the United States. And I would incorporate 
in connection with it paragraph 50 of the Government’s complaint. 
1 think it would not be proper to introduce that into evidence, since 
it is a matter of public record. I call your attention to that para- 
graph of the Government’s complaint. 

That case, which describes the price leadership pattern, the com- 
panies who were the leaders and in the particular markets I followed 
inmaking thismap. There are no changes on this map excepting for 
simplification. Humble, which is the price leader in Texas, and 
Standard of Louisiana, which is the price leader in those three States, 
hoth of which companies are subsidiaries of Standard of New Jersey, 
they are shown in the color of the Standard Oil Company of New 
Jersey. 

It vs an interesting point that of these 8 companies, 7 of them are 
the original Rockefeller group. Six of them have “Standard” in their 
name. This Continental was the original Rockefeller company in 
the Rocky Mountains, Atlantic is the only outsider in the eight price 
leaders. 

I offer that. 

Mr. Rooseveit. The committee will accept that. 

(The map referred to appears in the appendix. ) 

Mr. Snow. This pattern of price leadership is enforced by one 
company as the leader, acquiesced in by other companies, with an- 
other company out of the so-called acquiescing group acting as the 
hatchet man, to drive down or to destroy or to keep in line, whip into 
line the so-called independents. 

That explains why, for example, in Texas, Humble is the leader 
and Esso of New Jersey is the subsidiary. Gulf gets the abuse. They 
have the job of whipping them into line. 

Sun has that job in Ohio. 

In every State there is a price leader. In every State there is also 
one company following the lead of the price leader, but engaging in 

yrice-discrimination practices, initiating them in order to destroy off 
vrands who achieve too much gallonage. 

In that connection, I call your attention to the two succeeding par- 
agraphs of the Government’s petition, Nos. 51 and 52, which describe 
the role of the hatchet company in supporting the overall policies of 
the price-leadership companies. 

This pattern of price leadership, then, gives the price leader and the 
others the job of enforcing the dacintora with respect to retail prices 
which are made by the price leadership company. This is done, as 
the evidence has developed, through price discrimination, subsidies. 






450 DISTRIBUTION PROBLEMS 


The pattern of price-discrimination practices is to compel obedience 
by dealers to company dictated prices, and also to drop the prices and 
margins to move excess gasoline and to combat the growing gallonage 
of an off brand. 

This is done by the continuing threat of lease cancellation.» The 
domination is maintained by the continuing threat. It is maintained 
by the relationship of the companies to their dealers as the lessor 
having the power of economic life and death over the retailer. 

Other devices by which the company’s dominion over the retailers 
is maintained is through dictation of operating hours, dictation of 
products which may be handled other than gasoline; the method of 
doing business; and the ascendacy which is established. 

That this is established as part of a pattern—that this ascendancy 
is a part of a national pattern I think stands out rather clearly from 
this evidence. There is more of it. The same practices are in different 
States. The same devices. The same authoritarian authority—these 
same authoritarian patterns of dictation over the individual station 
operators. 

The acquiescence by various companies in the price leadership poli- 
cies of others, as the reverse acquiescence in different marketing areas 
substantiates at least an understanding which removes the factor of free 
competition between these companies, that would make supply-demand 
factors in the economic society work to overcome this condition. 

Specifically, some additional supply-demand factors, some addi- 
tional disturbance of the supply-demand balance would be the over- 
building of service stations. There is always a surplus of stations as 
dealers are always overcompetitive. The overproduction by the com- 
pany in these properties and facilities which must be used by others 
systematicaly establishes the economic control over the business done 
by their retailers. 

In listening to this testimony—in listening to this thought about, 
maybe we could let the thing alone—maybe if the dealers would 
smarten up a little bit and give up their station—other dealers are 
being lured into the business all of the time by atrocious publicity, 
“Big opportunities in the service-station business”—but as we listen 
to it, and think about it, about this depression in the service-station 
business, I am reminded and carried back to the depression which 
affected all business. 

I graduated from college in 1932 and was fortunate to receive a fel- 
lowship to go abroad and study in the London School of Economics, 
but as I left to get on board the ship in this depression, fortunately 
going abroad—there was also a depression—the song that everybody 
was singing then, that depression song, that jingle: 

No more money in the bank. 
No cute baby we can spank. 
What to do about it? 

Let’s turn out the light 

And go to sleep. 

And Americans did not do that. Americans did not turn out the 
lights. They turned on the lights, and they did not go to sleep; they 
went to work; they corrected the economic abuses, many of them which 
had brought them to the brink of the abyss of disaster. 

There is a parallel there. This thing of whitewashing, this thi 
of saying, “Let’s just leave it up to supply and demand” in| 
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amount to telling the service-station operators to sing a little jingle: 


No more money in the bank. 
No more gasoline in the tank. 
No more hours I can work. 
To the company I am just a jerk. 
What to do about it? 
Go to sleep. 
Turn out the lights, 
And go to sleep. 

| Laughter. | 

Mr. Roosrvert. You are the first poet we have had lefore the 
committee. 

Mr. Snow. No, Mr. Roosevelt, I must disclaim that it isa poem. I 
did say a jingle. 

That counsel might be sincerely given—it might be given by very 
sincere persons who had not deeply enough gone into this problem, 
were naive enough about the extent of control that is exercised by 
the factors of domination which prevents supply-demand balance 
ever being achieved. 

I call your attention to Mr. Hawley’s testimony where we went 
through those factors, the overbuilding of service stations, the three 
particular types of price disturbances, calculated services, as being 
supply-demand interferences, accomplished through collusive patterns, 
which prevented the economics of supply and demand restoring bal- 
ance in this industry. 

Mr. Roosevert. Could I ask you a question? 

Mr. Snow. Yes. 

Mr. Roosrveur. Do you believe that the power to set these prices, 
as long as it exists in the manner that you have described it, would 
be sufficient to accomplish or to continue these unfortunate results for 
the independent retailers, if other factors were taken into considera- 
tion? For instance, if the oil companies were willing to agree not 
to give subsidies, were willing to give longer leases, up to 5 years, 
and perhaps make one or two other changes—would your contention 
be that the economic power that exists through this pricing structure 
would produce the same results ? 

Mr. Snow. I think so long as they own the service stations, so long 
as they own the facilities which the retailers must use and are free 
to create overcompetition at the retail level, that there would be a 
very strong tendency for these abuses to continued unless a pattern of 
successful legislation is directed at the specific abuses that are 
involved. 

In other words, we have their choice between divorcement which 
would deprive them of the economic power of taking away the sta- 
tions through which it is imposed, or on the other hand, an attack 
through specific legislative provisions on the several most successful 
types of domination techniques. 

Mr. SHeeHan. May I interrupt there? In this type of testimony, 
you understand, we cannot wait until your whole statement is finished, 

se you might be so far away that we will never get back to a 
point. 

Mr. Snow. I am happy to have your interruption. 

Mr. Sueenan. I one want to remark that I appreciate your view- 
point on legislation. However, it seems to me when you testified 
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here before you said that legislation against the major oil companies 
on the basis of the chainstore tax made it so burdensome for them to 
operate their own stations that they changed to lease stations. Now 
you have gone to the other extreme. Now you have put them out of 
business. They have created other problems so that the only thing I 
want to point out to you, Mr. Snow, that sometimes in passing legisla- 
tion to cure one evil you have to be very careful that you do not create 
another evil. 

Mr. Snow. I am very much aware of that. For that reason I would 
like to discuss that. 

It is not our place to defend the chainstores tax. We are not con- 
cerned with that. I will explain our legislative program. I do not 
think it will have the equal and opposite reaction which you feel 
existed in the chainstore tax. 

My personal opinion about the tax is that it was probably a pretty 
sound legislation. It is not our association’s feeling, but it was pretty 
sound legislation. 

Mr. SHreeHan. At the time? 

Mr. Snow. Anyway, because it fosters a wide distribution of owner- 
ship of private productive property which after all is the condition 
of a democracy—a nation is free in proportion economically as to 
the widest possible distribution which can be attained of the owner- 
ship and control of commercial and productive facilities. 

A man who has a homestead, who turns a prairie into an orchard 
is a freer man and a better man than a man who has a good job with 
the apple trust. 

And legislation which fosters wide distribution, which makes men 
creators of their own business is socially desirable. 

The tax did assist somewhat in the States where it was imposed. 

Of course; the private operation of these stations by lessee dealers 
no longer has anything to do with the chainstore tax. That begun as a 
matter of necessity, but was continued because it was so profitable, 
because it was more possible to exploit these men as independent con- 
tractors, businessmen, than it was to exploit them as employees. 

Mr. Sueenan. They found that out after they divorced themselves 
from the stations. 

Mr. Snow. Yes. Anyway, this first school of thought, “What shall 
we do about this?”—this thought that the sickness will cure itself. 
We emphatically deny that. We feel the evidence disproves it; that 
the evidence shows that the control which is imposed will prevent 
an automatic working out of this supply-demand balance which would 
correct the situation. 

The second school of thought, one which is now looming rather 
large upon the horizon, is one which is rather close theoretically to 
the first school of thought. 

This second school of thought as what to do also says that no 
laws are needed; under existing laws, in the present economic system, 
economic self-help will help you. That, of course, is the school of 
thought of people who say, “We need to get our teeth into this thing; 
we need to work together with the tools of organization, stronger and 
more effective than those of trade associations; we need a national 
labor organization to enroll, to enlist our dealers, our members.” 

It is the position of unionization. 
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It has within the past 6 years been tested out. Mr. Markey 
touched upon it. You asked him some questions. 

I might add to what he said in answer to those questions. The 
International Teamsters Union has apparently done an experiment in 
the three county areas in Indiana, ana adjacent to the Chicago metro- 
politan area. They had the employees in the union for 16 years. 

Six years ago all dealers had some problems. The dealers from 
the standpoint of being pushed around by the suppliers asked the 
union if they could come in. It was not the union asking the dealers, 
as I understand it. 

And the union’s business agent worked out an arrangement whereby 
the dealers became members of the union. And the union used the 
forces which are at the disposal of the union to represent the lessee 
dealers, the same as it represented the employees. 

It might be a point of interest to this committee that I have traveled 
around the country and talked to dealer association meetings. Of 
these the largest banquet or meeting of dealers that I ever attended 
was 2 years ago in Whiting, or one of those Gary towns, near Gary— 
one of those northwest Indiana towns. There were 650 station oper- 
ators at the dinner. 

There were the mayors of 7 towns in these 3 counties. There were 
the circuit court judges, a tremendous thing—the largest group of 
dealers that ever sat down to dinner were in one room. They ce 
nearly 100 percent membership in the Teamsters’ Union of the dealers 
in 3 counties. j 

They have a much more loyal membership of dealers, so far as at- 
tending meetings and paying dues and bragging up the organization 
than many of our traditional trade associations do. 

They have been testing the thing out. 

I might say that I have discussed the points which probably occur 
to the committee in connection with that solution, that schoo] of 
thought, with people who have probably gone into it most deeply as 
labor lawyers. 

Of course, the question would immediately occur to you, “After all, 
a union can do these things. It is successful because of the exemptions 
which it has from the antitrust laws under sections 6 and 20 of the 
Clayton Act.” And that says that it is not an article of commerce 
and nothing in the antitrust laws shall be taken to restrain any act of 
any labor organization in the normal pursuit of representing workers 
in connection with working conditions and wages and hours and con- 
ditions of employment, et cetera. 

Except for that exemption unions could not picket, they could not 
even bargain collectively, because they would be acting in concert to 
pick fights, but by virtue of those sections, unions can do things which 
trade associations cannot do. _ Unions are able to deal in concert with 
the problems which affect their members. 

e question, of course, was raised over tliese 6 years that this ex- 
periment has been going on in this Gary area. The lawyers have been 
studying it out, “Does the union of service-station operators have the 
same exemption as a union does under sections 6 and 20 of the Clayton 
Act?” In other words, since dealers might be merchants, might be 
called independent merchants, then does that exemption apply ? 

And, of course, an immediate unsophisticated answer would be that 
it does not apply. 
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The point of depth to which they have gone into it has developed, 
I think, a rather interesting point of view that you might be interested 
in, that our people are increasingly interested in where it is presented 
that. is, that the union lawyers point out that there are a number o 
occasions, a line of cases finding the antitrust law inapplicable to peo- 
ple who are merely commission agents; finding that you cannot fix 
prices if you do not have the power to fix prices; if somebody else fixes 
them for you, then you cannot be guilty of price fixing. 

Of course, the facts support very strongly the conclusions that the 
dealers are not merchants in the sense of fixing prices; that they are 
only commission salesmen in the sense of selling the commodity on 
which the price has been fixed by the supplier. That is the first part 
of the argument that an organization, that a labor organization of 
service-station operators can take these steps in behalf of the dealers 
which a labor organization takes in behalf of employees. 

The second half of that argument, or the second point is even more 
interesting. It describes what the service-station operator does with 
respect to gasoline. He does not sell it. He does not merely sell it 
and transfer title. His function is to install it. An installation is 
a labor service. So since labor services are exempt from the provision 
of the antitrust laws the union may properly say to the companies, 
and has done so, “We want 6 cents labor charge for each palicin of 
gasoline installed, for the labor service of installing it in an auto- 
mobile.” 

Mr. Sueenan. Are you subscribing to this? 

Mr. Snow. No, sir; Iam elucidating it. It is one school of thought. 

I think in considering these various proposals it might be interest- 
ing to understand what is on the horizon, what has been proposed. 

The third school of thought as to what should be done, which is 
expressed by you might say labor-minded leaders of trade associa- 
tions, and by some trade association leaders is that the companies 
through the multiplicity of service stations and public dependence 
which have been developed for them, and because of the universality 
of the business—as I say, public dependence upon it—there is a public 
utility concept, and that regulation on a State basis, or perhaps a 
national basis, should be sought of the petroleum industry as a public 
utility, on a public utility commission setup, and as a business affected 
with the public interest. That is the third school of thought. 

It is not held by NCPR or by any of our principal affiliated associa- 
tions. 

With respect to the second school of thought envisioning a labor 
organization, NCPR does not have any policy on that. 

The group in Gary, Whiting, are affihated with the National Con- 
gress of Petroleum Retailers. We do not have any policy on that. 
They have the dual affiliation. Some day we will perhaps have to 
have a policy, but we are a trade association, a representative trade 
association, and we are not in any respect a union. 

All of our facilities are the traditional type trade association as 
distinguished from this group, union group, with the exception of 
the group in that three-county area. 
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Mr. Roosrvetr. Would you elaborate just a minute on your public 
utility concept? Why do you not agree with the public utility 
concept ? 

Mr. Snow. The public utility concept, of course, involves the fixing 
of prices by Government order. It involves regulation of every 
aspect of the business. It involves the economic rigidity or the kind 
of dull uniformity plus economic rigidity of any business which 
comes under the control of a State program. 

Our people are more venturesome than that. That perhaps has 
not appealed to them. Theoretically, it probably does not appeal to 
us, because we believe that it is possible—or until it is proved other- 
wise, we hope it is possible—to eventually recreate the conditions of 
free competition in this business. 

Of course if you can recreate the conditions of free competition 
then you do not have to have the Government regulation of the 
monopoly. Our people would much rather do business in a free 
market with prices fixed without interference by the suppliers and 
without dictation by Government. 

If they had to choose between dictation by suppliers and having 
fair prices fixed by Government I would imagine that they would 
choose the fair price, rather than the squeeze-down price, but so far 
a majority of our leaders who are very conservative have felt that it 
might be possible and perhaps I am partly responsible for this dream 
or a hope from which maybe we will awaken some day, and decide 
otherwise, that it might be-possible through corrective legislation 
within the framework of the antitrust policy of the United States, a 
policy that is now almost constitutional in its breadth—to prevent the 
destructive business practices that create monopoly. 

Our thinking and our hopes, perhaps our temperment has been to 
favor that sort of an arrangement, the re-creation of economic free- 
dom, rather than to accept the absolute Government regulation of 
the public utility concept. 

Mr. Roosevett. In other words, you do not completely throw out 
the public-utility concept ? 

Mr. Snow. No, sir, we do not throw it out. 

Mr. Roosevett. It is the least attractive of the possible alternatives? 

Mr. Snow. That is, of the two alternatives involving legislation, I 
think it is less attractive to us. Our people would much rather achieve 
freedom of enterprise than to accept State control as the way out. 

Mr. Roossvenr. I have in mind specifically something like the ICC 
control of the trucking industry or regulation. 

Mr. Snow. Yes. We would have the same thing in mind exactly. 
In fact, that comparison has been made. 

If I can get away from it I do not like the suppliers squeezing 
down my margin to3 cents. Neither do I wish the Government to give 
me a rate schedule. I would rather have a personal relationship with 
the man I do business with. I would rather have my services and 
commodities valued in the market place by my friends who are my 
customers than I would to accept this system of economic rigidity and 
rather dull uniformity. 


neat Streep. Did you not have a rather good preview of that with 
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Mr. Snow. We did. We had some rather unhappy circumstances 
there as far as service-station people were concerned, incidentally. 

I will say this that a man who is hungry long enough probably 
would even be willing to go to jail, if he could eat there, that is, three 
meals a day. 

So that it is possible to push people down so far in the scale, to de- 
grade them so much, to impoverish them so thoroughly and to break 
their spirit to desperately and to bring them to the brink of despond- 
ency where any pattern which gives a way out or a road out, a pro- 
posed road to freedom, may be able to lead some of them over that 
road. 

For the companies, of course, it would be a rightly deserved disas- 
ter for them, if after all these years of treating these station operators 
worse than they treat their employees, the operators took their place 
beside the employees and said, “Now, this pattern which has brought 
dignity to the employees, we will use it for us.” 

It would be something that would be a disaster that they brought on 
by their own acts. And yet it might not be what the service station 
operators want, either. That is for them to decide, so far as the 
union is concerned, and likewise, so far as the public utility concept is 
concerned. 

We still have clung to the American philosophy that it is possible 
through a complex but complete antitrust statutory law and vigorous 
enforcement to establish and maintain the conditions of a free economy 
and to do so even in the presently monopolistically controlled retail 
petroleum business. 

Mr. Roosrver. I want you to come to point 4, too. 

Mr. Snow. This is point 4. 

I might outline here what these proposals are. They are specific 
additions to existing antitrust statutes, to deal more effectively with 
the specific abuses that have been disclosed in these hearings. 

There are two reasons why these abuses exist. 

One is that the existing laws, in some respect—in the respects out- 
lined here—are not strong enough. 

The other is that existing enforcement machinery is not aggressive 
enough. 

With respect to the Department of Justice they certainly are en- 
forcing some of these laws, or perhaps all of the laws that they are 
expected to enforce with respect to the petroleum industry in the more 
glaring instances, but in the thousands of individual complaints, of 
course, it is quite beyond their personnel and researchers to follow 
them up. 

The Federal Trade Commission, I regret to say, during the past 
year has not done anything to enforce the prohibition against price 
discrimination in the retail petroleum industry. That is not my state- 
ment. That is the statement—that is a conclusion, and a very fair con- 
clusion, an inference from the statement of Mr. Harry Babcock, who is 
the Director of their Bureau of Investigation, in response to a com- 
plaint that I filed, that we filed in behalf of the Mississippi Service 
Station Association about price discrimination. practices in Jackson, 
Miss. 

We got back the reply to that complaint which they are accustomed 
to write which says in effect, “Have you not read the Standard-Detroit 
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decision, and do you not know there is this exemption about meeting 
competition?” That is all that company was doing when they gave 
that dealer a discount on condition that he drop his prices, just meet- 
ing competition. 

“And do you not know that?” 

I replied and called their attention to the fact that this case was 
totally outside of the rules of the Standard-Detroit decision, as were 
the other complaints that had been presented ; that the Standard-De- 
troit decision requires that the lower price shall be given to retain the 
customer, not to impose price, but to retain the customer. 

Of course, the lessee-dealer, you do not have to retain him. He is 
already tied. Therefore there has been an application of the meeting 
of competition defense to cases to which it specifically did not apply. 

Back came a letter which did not discuss that argument, but which 
did present a rather interesting reason, I thought, for not going ahead 
and investigating this complaint, and I will read it : 

The allegations as to the facts set forth in your letter of July 15, as further 
interpreted by your letter of November 3, together with the stated legal 
precedences and arguments set forth by you, have been given careful study and 
consideration. As previously stated to you in my letter of August 18, 1954, a 
number of investigations have been conducted as a result of the receipt of 
complaints of a substantially similar nature. Full factual information, almost 
if not identical with that supplied by you, has been presented to the Commission 
regarding the practices of the major oil companies. Specific instances where 
investigation has not only disclosed such practices, but the effect of such practices 
on competition, have been the subject of study and consideration. 

Here is the sentence: ; 


In no instance has the Commission issued a complaint where it has been 
shown that a major oil company reduced its price to a filling station operator 
for the purpose of enabling such operator to meet a competitive price. 

In no case has the complaint been issued. So Mr. Babcock’s con- 
clusion, I guess, is consistent enough. He says— 

If they won’t issue the complaint, why should we, the investigative division, 
do the investigation? 

What that means is the paralysis of the antimonopoly function in 
that agency. It means that as the result of it, as soon as that pattern 
was established, price wars broke out, because there is no means of 
stopping them. In no case will the Commission issue a complaint 
against a major oil company giving a discount to a retailer upon the 
pretext, real or otherwise, that they are trying to beat an off brand into 
line. If they will not stop that, then there is no price discrimination 
prohibition in the law, which means anything to the retail petroleum 
business. 

So we have these two problems. The laws are not strong enough. 
And secondldy, those within the purview of the Federal Trade Com- 
mission in price discrimination aspect, are not being enforced in the 
way in which we think they should be enforced. 

As to the Commssion, I do not suggest that it is in any way— 
what they are doing—is unconscionable.. They believe they have cor- 
rectly interpreted the law, Iam sure. They believe that the Standard- 
Detroit decision gives them a reason not to issue any complaints in 
any case where the supplier says, or there is an off-brand station a 
little waysaway. Of course, the off brand is always 2 or 3 cents under 
the major-brand station. There is always an excuse under this in- 
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terpretation, and justification to engage in a price-discrimination 
practice. Here is this off-brand station at one corner, and the major- 
brand station across the street. The off brand is 2 cents under. The 
major has the interpretation that they are justified in giving a 2-cent 
discount to one dealer. 

Price signs go up and everybody has to reduce the price 2 cents 
without any margin reduction. This is the way the price war 
develops. 

So we need in addition to better, stronger laws to cope with these 
things, of course, we need an agency, an administrative agency with 
the spirit and with the personnel and the rest of it that it takes to get 
these things enforced. 

The antitrust laws are not self-enforcing. Some are because private 
interests are involved and people maintain lawsuits to enforce them. 
Although there are private interests involved here, no individual, the 
dealer has the resources or the stamina to last for 10 years in a battle 
with the major oil company over an antitrust practice. 

Our national association did proceed in the Standard-Detroit case 
as a friend of the court and did, of course, present the original com- 
plaint to the Commission. That lasted 13 years. That is meaning- 
less to an individual dealer to contest something for 13 years, since 
the oil company is ready to go to the Supreme Court and back again. 

Therefore, since these things are not self-enforcing by private law- 
suits where the people who are affected and who are abused—where 
the victims are so small, and their resources so limited, that they 
have to get the thing wound up in 6 months, or they are through, and 
16 years is an intolerable extension of time—in those cases the thing 
has to be enforced by the Government agency. And the Department 
of Justice, and the Federal Trade Commission are the agencies in 
whom Congress has reposed this task, dividing in one way or another 
the burden between them. And it would be a tremendous job, I will 
say, for the Department of Justice to enforce all of the complaints of 
domination which are properly within their sphere. 

I think they are sincerely doing a good job in picking out the cases 
which are fully prepared and proceeding with them where they rep- 
resent a general pattern established for a whole company. 

As a practical matter, I can understand why the individual com- 
plaints have to be passed over. 

In the case of the Federal Trade Commission, they are not proceed- 
ing to establish the rule. They are, in fact, abandoning the rule which 
would protect us against these practices. And for that reason, I 
have appended here to our list of. specific statutory changes, the sug- 
gestions that the Congress ought properly to concern itself with a 
vigilant inquiry that its intent in tees matters should be carried out 
by Naa agencies who are specifically entrusted with the enforcement 
of laws. 

Mr. SurenAn. May I remark here that many times laws have been 


pee in Congress which were not carried out as they were intended 
to be. 
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Mr. Snow. I am sure of that. And these laws are different from 
those only insofar as you share the philosophy that the most important 
issue in America is to preserve economic freedom and opportunity. 

In economic history, Karl Marx said in “Das Kapital”: 

Communism will ultimately win because of the fatal defect of capitalism, the 
concentric force which pulls everything through the center. 


And then he told his heirs in that conspiracy : 


Do not do anything to stop that. The faster capitalism gets all of the wealth 
into a few hands, just that much faster will we take it over. 


These promonopolists are the best principle that communism con- 
spiracy has. The men who are turning small-business men into pawns 
are serving the interests that will destroy America. 

The antitrust laws are the only buiwark and safeguard against 
that, to see that they are enforced is more important than to see 
any other laws are properly enforced; seeing that the heritage, the 
privilege of economic opportunity and freedom is preserved. 

Our proposals for changes in these laws are all within the spirit, 
are all within the spirit of existing antitrust policy of thinking. 

Mr. Arnoip. May I interrupt you for a moment? 

Could you submit the correspondence between yourself and the 
Federal Trade Commission that you have just alluded to, for our 
record, subject to the approval of the committee ? 

Mr. Snow. I started to, and then did not. I would like to offer 
in evidence, copies of the correspondence between myself and Mr. 
Harry Babcock, who is the Director of the Bureau of Investigation, 
Federal Trade Commission. This correspondence being in connec- 
tion with the complaint which we filed about price discrimination in 
the pattern of subsidies and temporary economic allowances to one 
dealer and not to another. That is in Jackson, Miss. 

Mr. Roosrvetr. That will be inserted in the record at this point. 

(The correspondence referred to is as follows :) 


FEDERAL TRADE COMMISSION, 
BUREAU OF INVESTIGATION, 
Washington, August 18, 1954. 
Mr. WrttrAM D. Snow, 
General Counsel, National Congress of Petroleum Retailers, Inc., 
Detroit, Mich. 


Dear Mr. Snow: This will acknowledge receipt of your letter of July 15, 
1954, in the form of a complaint filed in behalf of the Mississippi Service Station 
Operators Association, Jackson, Miss., in which you allege that the Texas Co. 
is discriminating in price by allowing one of its service stations located in 
Jackson, Miss., a 1-cent-per-gallon discount which is not allowed to other re- 
tailers in the same vicinity for the purpose of controlling the retail price at 
which the gasoline is to be resold. 

In considering your request for investigation of this matter it should be first 
stated that the Commission has received and continues to receive numerous 
complaints alleging violation of the Robinson-Patman Act on the part of the 
major oil companies in all sections of the country. Recently investigations 
have been undertaken in Pennsylvania and New Jersey and in a number of 
Midwestern and Southern States, including Mississippi. However, the evidence 
obtained during the course of these investigations failed to provide a proper 
basis for the Commission to have reason to believe that the statutes adminis- 
tered by it have been violated as a result of the practices of the major oil 
companies. In practically all instances in which investigations have been con- 
ducted it has been established that the complained-of discriminatory pricing 
practices were being followed in connection with local gasoline price wars which 
were the outgrowth of efforts of the major oil companies to meet competition of 
dealers selling nonbranded gasoline at reduced prices. 
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Under such circumstances no corrective action has been taken by the Com- 
mission because of the defense available to the sellers under section 2 (b) of 
the Robinson-Patman Act, which provides in substance that a seller may defend 
himself against a charge of unlawful discrimination in price by showing that 
his lower price was granted in good faith for the purpose of meeting an equally 
low price of a competitor. 

In Standard Oil Company v. Federal Trade Commission (340 U. S. 231), the 
Supreme Court declared that section 2 (b) provides a substantive defense to 
a charge of unlawful price discrimination, regardless of the fact that competitive 
injury is sustained by customers to whom the lower price is not made available. 
In passing upon this point the court stated, in part, as follows: 

“In a case where a seller sustains the burden of proof placed upon it to es- 
tablish its defense under section 2 (b), we find no reason to destroy that defense 
indirectly, merely because it also appears that the beneficiaries of the seller’s 
price reductions may derive a competitive advantage from them or may, in a 
natural course of events, reduce their own resale prices to their customers. It 
must have been obvious to Congress that any price reduction to any dealer may 
always affect competition at that dealer’s level as well as at the dealer’s resale 
level, whether or not the reduction to the dealer is discriminatory. * * * We 
may, therefore, conclude that Congress meant to permit the natural consequences 
to follow the seller’s action in meeting in good faith a lawful and equally low 
price of its competitor.” 

In the light of the meaning of the statute as determined by the Supreme Court 
it follows that a seller is within his legal rights in confining his price reductions 
to dealers in the vicinity of the dealer or dealers whose competition he seeks to 
meet, even though such action results in injury to customers to whom similar 
reductions are not made available. 

On the basis of the facts set forth in your letter, it would not appear that the 
situation prevailing in the Jackson, Miss., area at the present time differs 
materially from other situations in which investigations have been conducted 
and in which it was determined that no corrective action was warranted. 

In addition to the foregoing, the Commission is informed through established 
liaison channels that the Antitrust Division, Department of Justice, is conduct- 
ing investigations in the gasoline industry which include inquiry concernng the 
same practices referred to by you, i. e., discrimination in price and the use of 
coercive tactics to fix the retail price of gasoline. 

In view of the foregoing, it appears that further and additional investigation 
may not be warranted at this time, particularly where such investigation might 
involve practices on the part of the Texas Co. similar in nature to those indicated 
by you. 

Your interest and cooperation in bringing this matter to the attention of the 
Commission are appreciated. 

Very truly yours, 
Harry A. Bascoock, 
Director, Bureau of Investigation. 


NATIONAL CONGRESS OF PETROLEUM RetAIters, INC., 
Detroit, Mich., November 3, 1954. 
Mr. Harry A. Bascock, 
Director, Bureau of Investigation, 
Federal Trade Commission, Washington, D. C. 


DEAR Mr. Bascock: This is in reply to your letter of August 18 in which you 
cite the decision of the Supreme Court in Standard Oil Company v. Federal Trade 
Commission (340 U. S. 231), interpreting the so-called good-faith defense con- 
tained in section 2 (b), as requiring the Commission to decline investigation of 
our complaint charging the Texas Co. with price discrimination in a Jackson, 
Miss., case. 

You will remember that our complaint dealt with a discriminatorily lower 
price granted by the Texas Co. to a single retailer who was in competition with 
an off-brand station. There is no allegation or reasonable possibility that an- 
other oil company had offered this particular retailer a lower price, and since 
this particular retailer was bound to the Texas Co. by lease and dealer agree- 
ment, he would not have been free to accept in any event. 

Thus, an important element of the good-faith defense contained in section 2 
(b) as interpreted and defined by the Supreme Court in the decision you cited, 
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is entirely lacking and therefore this defense is not available. The indispensible 
element which is lacking is the requirement that the discriminatory price must 
be granted to retain the dealer as a customer—otherwise stated, as the require- 
ment that the competition being met must be actual or primary competition (as 
distinguished from derivative or secondary competition ). 

The court’s language establishing this requirement is clear and unequivocal 
and appears both in the introductory portion of the decision and also in part III 
dealing with the good-faith defense. 

In the second paragraph of the decision, the Court said: 

“For the reasons hereinafter stated, * * * we agree with petitioner that, 
under the act, the lower price to jobbers was justified if it was made to retain 
each of them as a customer and in good faith to meet an equally low price of a 
competitor.” [Italics added.] 

In part III under the heading “There Should Be a Finding as to Whether or 
Not Petitioner’s Price Reduction Was Made in Good Gaith To Meet a Lawful 
Equally Low Price of a Competitor” : 

“The defense in subsection (b), now before us is limited to a price reduction 
made to meet in good faith an equally low price of a competitor, It thus elimi- 
nates certain difficulties which arose under the original Clayton Act. For exam- 
ple, it omits reference to discriminations in price ‘in the same or different com- 
munities * * *’ and it thus restricts the proviso to price differentials occurring 
in actual competition. * * * None of these changes. however, cut into the actual 
core of the defense. That still consists of the provision that wherever a lawful 
lower price of a competitor threatens to deprive a seller of a customer, the seller, 
to retain that customer, may in good faith meet that lower price. Actual compe- 
tition, at least in this elemental form, is thus preserved.” [Italics added.] 

In the case stated in our complaint against the Texas Co., the retailer had had 
no other offers and he could not have accepted them in any event, hence the dis- 
criminatory price was not made to retain him as a customer. Since no other 
supplier had solicited this retailer, the competition being met was not actual and 
primary—but was derivative, secondary and remote. Thus an essential element 
of the good-faith defense is lacking, and we feel that investigation of the com- 
plaint is justified and reasonably required upon the statement of the facts set 
forth in our letter. 

Your letter declining investigation of this complaint has been a matter of 
grave concern to our officers and other small-business association leaders with 
whom we have discussed it, not only because of the instant case, but more sig- 
nificantly, because of the dangerous enlargement of the section 2 (b) defense 
implicit in your language and position. 

As you well know, the effective prohibition of price discrimination practices 
is a necessary condition for the survival of small and independent business. 
Since the proviso contained in section 2 (b) has the effect of permitting some 
price discriminations and thus weakens the general prohibition contained in the 
act, any enlargement or extension of this proviso to permit additional areas of 
price discrimination is deeply disturbing, and we sincerely hope that such will 
not be the policy of the Federal Trade Commission. 

We shall appreciate hearing from you further in this very important matter. 

Very truly yours, 
Wrtu1aM D. Snow, General Counsel. 


FEDERAL TRADE COMMISSION, 
BUREAU OF INVESTIGATION, 
Washington, November 22, 1954. 
Mr. WILLIAM D. Snow, 
General Counsel, National Congress of Petroleum Retailers, Inc., 
Detroit, Mich. 

Dear Mr. Snow: I am in receipt of your letter of November 3, 1954, with 
further reference to a complaint which you previously filed against the Texas 
Co., alleging that it is selling gasoline to a filling-station operator, Dixon Service 
Station, located on North State Street, Jackson, Miss., and to other stations 
at a price of 1 cent per gallon below the price offered Cross Service Station, 
—_ located on North State Street, and to certain other independent filling 
stations. 

The allegations as to the facts set forth in your letter of July 15 as further 
interpreted by your letter of November 3, together with the stated legal prece- 
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dents and argument set forth by you, have been given careful study and con- 
sideration. As previously stated to you in my letter of August 18, 1954, a 
number of investigations have been conducted as a result of the receipt of 
complaints of a substantially similar nature. Full factual information, almost 
if not identical with that supplied by you, has been presented to the Commis- 
sion regarding the practices of the major oil companies. Specific instances 
where investigation has not only disclosed such practices, but the effect of such 
practices on competition, have been the subject of study and consideration. 
In no instance has the Commission issued a complaint where it has been shown 
that a major oil company reduced its price to a filling-station operator for the 
purpose of enabling such operator to meet a competitive price. 

The investigations heretofore conducted have required the use of more than 
a proportionate share of the available funds and personnel, and I believe you 
will agree that the funds and time expended in obtaining evidence and informa- 
tion to be used as a basis for study and consideration of the complex and 
difficult problem presented demonstrate a sincere desire on the part of the 
Commission to fully utilize its statutory authority in an effort to eliminate 
any actionable unfair methods of competition or discriminatory-pricing practices 
in the petroleum industry. 

In view of the foregoing circumstances, it would appear inadvisable for the 
Commission to initiate an additional investigation which it seems may produce 
facts and circumstances as a basis for action which would not be substantially 
different from those already considered and upon which no formal action has 
been taken. 

Your interest in bringing this matter to the attention of the Commission is 
appreciated, and if you feel that the Commission may be of further service to 
you in this or other matters, you may be assured of its cooperation. 

Very .truly yours, 
Harry A. Bascock, 
Director, Bureau of Investigation. 


NATIONAL CONGRESS OF PETROLEUM RETAILERS, INC., 
Detroit, Mich., December 27, 1954. 
Mr. Harry A. BAscock, 
Director, Bureau of Investigation, 
Federal Trade Commission, Washington, D. @. 

Dear Mr. Bascock : I have carefully studied your letter of November 22 in the 
light of our correspondence which preceded it, as foHlows: 

1. My letter to you of July 15 in the form of a complaint asking that you open 
a docket and cite the Texas Co. for violation of section 2 of the Clayton Act, as 
amended by the Robinson-Patman Act, by reason of price discrimination in favor 
of a particular retailer in Jackson, Miss. 

2. Your reply of August 18 citing the decision of the Supreme Court in Standard 
Oil Company vy. FTC (340 U. S. 231), interpreting the “good faith’ defense as 
requiring the Commission to decline investigation of our complaint. 

3. My reply of November 3 quoting the Court’s language in that case that the 
lower price must be made to retain the retailer as a customer and that the com- 
petition met must be primary and actual, if the good-faith defense is to be avail- 
able; and further pointing out that the discriminatory price against which we 
complained was not made to retain the retailer as a customer since he was 
already bound to the Texas Co. by lease and dealer agreement in any event, and 
pointing out further that the competition being met was thus not actual and 
primary but secondary and remote. 

Your reply of November 22 makes no mention of the good-faith argument, the 
reasons and authorities cited in my letter in connection with it, or the legal suffi- 
ciency of our complaint, but proceeds to a restatement of your conclusion that, 
based on your experience in other investigations, the Commission just wouldn’t 
issue a complaint in this case in any event. 

Your last letter thus seems wholly unresponsive to the reasoning and author- 
ities presented in my preceding communication and to our continuing line of 
inquiry, and I can only guess as to whether you have inadvertently dropped the 
thread of our discussion, or have consciously conceded our position and the legal 
sufficiency of our complaint. 

Assuming the latter, however, the failure of the Commission to authorize the 
investigation and issue the complaint requested becomes the more inscrutable. 
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Is the Commission’s refusal to act based upon the same misconstruction of the 
Standard-Detroit decision discussed in my letter of November 3, and if that is 
not the ground, then what is the ground? 

You state in your letter that our interest in bringing this matter to the attention 
of the Commission is appreciated and assure us of your cooperaion, and we trust 
that our further inquiry into the reasons and rules applied by the Commission in 
consideration of our complaint will be understood as evidence of our desire to 
cooperate with the Commission in the enforcement of applicable laws. 

Very truly yours, 
WiLLiaM D. Snow, General Counsel. 

Mr. Snow. You have the statement here of these proposals. They 
are within the spirit of the antitrust laws, as we conceived that spirit. 
We conceived that spirit to be that competition shall be preserved. 
And further, that competition can only be preserved by preventing 
the destructive competitive practices which lead inevitably to mo- 
nopoly. 

It is obviously no good after a monopoly is established to pass a 
law against it. You cannot give life back that is, economic life, back 
to people who have gone out of business. You have no alternative ex- 
cept for the State to regulate it. 

So the theory of the antitrust laws is that we will stop the monopoly 
before it has quite got to be a monopoly by preventing it from engag- 
ing in the destructive business practices which eliminate small-business 
competitors, and which deny economic freedom to their small-business 
competitors or retailers. 

As to these proposals, just to list them. 

The first one has to do with strengthening the Robinson-Patman 
Act, with respect to that good faith, meeting of competition defense, 
‘That was one of the main objections. It was, I guess, a principal fac- 
tor which made the old Clayton Act provision of the price discrimina- 
tion unworkable. And Congress thought in passing the Robinson- 
Patman Act it had abolished meeting competition as an absolute de- 
fense, and made it a procedural defense. I think the Congressional 
Record is rather convincing on that, except that it did not convince 
the Supreme Court in the Standard-Detroit case, and they took a step 
in the wrong direction, I would say, by finding it was an absolute de- 
fense. They did bulwark it up pretty good. They said that price 
discrimination to retain the customer had to be a lawful price, but 
the Federal Trade Commission has since spread it out. So we have 
to close that loophole by limiting this meeting of competition good- 
faith defense to cases where competition is not injured thereby, com- 
petitors not destroyed thereby. 

Mr. Rooseverr. In relation to this suggestion, a previous witness, 
with whom you have had some association, has written to the commit- 
tee suggesting that H. R. 11 and S. 11 would not do this job because of 
language in the proposal, which I cannot quote from memory, now— 
it comes under the exception clause—— 

Mr. Snow. Mr. Nerlinger is not a lawyer. He has given it some 
study. I would say it is a rather deep study. And in a way, if you 
would wish my personal opinion on it, I would say this—— 

Mr. Roossverr. That is what I want. 

Mr. Snow. I think that S. 11 could be and should be stronger, if 
you could get over the constitutionality hurdle on it, and I believe you 
could. To me it does not make sense. It would not make sense to 
have an ordinance which would say that it shall be unlawful for any 
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restaurant in Washington to have a kitchen which is filthy and dirty, 
with rodents crawling around, which is unclean and unhygienic, where 
the effect of such filth is to cause disease—it would seem to me to be 
foolish to have an act where it would be necessary to prove the disease. 
That would be overburdening the prosecution with a proof job that 
would be too tough. I would think the way to write that ordinance 
would be to say that it is unlawful to have a filthy kitchen, unlawful 
to have rodents loose, and not add where there is an injury to the 
health of the people who eat the food which is prepared in the kitchen 
where the rodents are running around. 

They did not do that in the Robinson-Patman Act. They said that 
it is unlawful to have price discrimination where it injures com- 
petition. 

So then, of course, we follow the same sort of language back, with 
this exception, and we say the exception of the lower price to meet 
competition shall not be applicable where there is injury to competi- 
tion. It would be simplified by having a law which prohibited price 
discrimination. 

Congress is not disposed to pass anything that would be quite that 
simple. I do not mean that in any reflection upon Congress, but 
rather that the interests which are conflicting here are, of course, 
tremendous. Every group comes forward and says, “We need an 
exception. We need an exception for this.” 

And that is the way democracy is, and properly is. And so con- 
sideration is given to those group interests, And so a number of 
exceptions are heaped up which do have an accumulative effect of 
weakening the law. I think this additional requirement that the 
price discrimination has to be injurious to competition, that the injury 
to competition has to be shown, in addition to the price discrimi- 
nation, is burdensome. 

Then the question comes, why should there be a good-faith meeting 
of competition defense at all? From our standpoint it would be 
stronger if there were none, but again the people who would advance 
the need for that defense could be pretty persuasive. 

Why should you prohibit an individual transaction where compe- 
tition is met? The whole theory of price-discrimination statutes 
have been presented from the standpoint of preserving small business, 
but the vastly more important aspect is the public. What happens 
to prices when you permit price discrimination, if you have a seller 
beat his small competitors by special deals? With one hand he 
defeats his competitors by the special deal, and with the other hand 
he maintains a generally high level of prices. You have got a 
combination of evils. 

You have got the combination of high prices to the consumer and 
the destruction of the small-business competitor by the favored deal. 

In each of those instances where the seller comes forth and says, 
“T had to meet competition in this case,” what he means, “I did not 
want to reduce the price to everybody. I just wanted to reduce 
it to this one person.” If he had been forced—if the seller had been 
forced to reduce the price to everybody then, of course, the consumer 
would have benefited. And that is the important side, I think, of 
price-discrimination legislation. 

If the consumer ever discovers the extent to which these price dis- 
crimination practices enable consumer gouging by the generally high 
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price level maintained, then we will be able to get some real effective 
price discrimination legislation, but this proposal, I think, to answer 
your question specifically, is about as good as there might be agree- 
ment upon, and it has been agreed to by 15, 18 small business and labor 
and cooperative groups, the A. F. of L., the CIO, the farm cooperatives, 
the farmer organizations—the cooperatives I should say—the farm 
organizations, and 14 small business trade associations, which have 
all approved this proposal. 

There is tremendous interest in that. It is a step not in the right 
direction. 

Our next proposal was a proposal to prohibit sales below cost. 

You might want to say, Why does the company want to sell below 
cost? Sales below cost are dumping. 

It is done in order to control prices, in order to place competitors at 
a disadvantage. It is a price-fixing device. It has been pretty suc- 
cessfully combated in Michigan under their below-cost law. The 
principle of sales below cost is well established in our law as an unfair 
method of competition. It was the basis of the first antitrust case. 

The American Tobacco Co. would go into a place where there was a 
local tobacco firm and give away its product. What could the local 
firm do with the American Tobacco Co. selling for nothing in the 
market to defeat a smaller competitor ? 

Of course, the first Standard Oil Co. did the same thing. It has 
been condemned over a period of years. 

That is within the framework of existing laws. There is also the 
provision in section 3 of the Robinson-Patman Act which prohibits 
sales at unreasonably low prices. It has never been enforced because 
there has never been a definition of what is an unreasonably low 
price. 

Our proposal is to supply that definition, and define a price as un- 
reasonably low when it is not sufficient to cover the seller's wholesale 
cost of the product plus his cost of doing business. 

It is velles clear-cut, and of course, there is much material, both 
judicial and legislative, in support of that concept. 

Our third proposal deals with a strengthening of section 3 of the 
Clayton Act. Here—as well as on the other points—we are especially 
in conflict with the Attorney General’s Committee’s report. This is 
the one section they wanted to drop out. 

Section 3 is the section which prohibits exclusive dealing insofar 
as it is not prohibited. It says that no supplier or seller, as a condi- 
tion of the lease, shall require exclusive dealing from the lessee. It 
was under this section that the Standard Cal case, the case of the 
Justice Department against Standard of California, Richfield Oil 
Co., was brought in addition to sections 1 and 2 of the Sherman Act. 

The sections can be strengthened in the manner indicated here. 
The Richfield and Standard Cal cases were becoming dead letters. 
The practice goes on. Correspondence with the Motor Equipment 
Wholesalers Association shows that the thing has gone back to where 
it was before those cases were brought. 

_ The shutting out of the independent automotive products from the 
independent stations is standard practice. If we can strengthen the 
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law to permit private suits to prevent that practice, I think we can 
stop it. 

The fourth proposal has to do with leases, with the terms of leases, 
and it is also proposed as an addition¢to section 3, because it is within 
the intention of section 3, which is to prohibit domination on TBA 
purchases. 

It is a difficult proposal to make because in a sense it is arbitrary, 
and any point where you fix an arbitrary line, it can be argued against. 
We have set 5 years. Of course, 5 years would be 10 times as long 
as the service station lease that is given by a number of major com- 

yanies and 5 times as long as those given by most major companies. 
So there would be progress if we had a requirement for 3 years. 

We have proposed, in order to carry out the purpose of this act, to 
render retailers free in their purchases from lessor domination. 
Lessor suppliers should be required to grant their lessee-retailer 5- 
year leases, with some other minimum provisions of protection which 
are enumerated there. 

Mr. Rooseveit. I want to take up one of those, Mr. Snow. You 
have here that there should be a provision against arbitrary increases 
in rent upon renewal or extension of lease agreements. 

Mr. Snow. Yes. 

Mr. Roosrvett. It seems to me when you are making a new lease 
or renewing the lease, that is a subject of negotiation and the term 
“arbitrary” would be very difficult 

Mr. Snow. The term “arbitrary” is not proposed for the legislation 
itself. This is a condensation of that. I might explain the need 
for that. If you prohibit a company from terminating or cancelin 
a dealer’s lease because he will not accept their dictation on TB 
purchases, they have a beautiful opportunity then to still impose 
the same dictation by sending him a notice that at the termination 
of his present lease calling for $100 a month, his rent will be $1,000 
a month. 

The same effect is obtained through the outrageous rent increase 
and is obtained through the cancellation or the termination. 

Mr. Huemmrich, who will testify, has some very important affi- 
davits in connection with that particular practice. 

Mr. Roosrvext. Isn’t that true of anybody who makes a lease, how- 
ever. I make a lease with my landlord to pay so much rent for my 
house, and he has a right to threaten me. He can raise my rent an 
exorbitant amount. 

Mr. Snow. Within the theory of general law he has a right to do 
that, but within the theory of the antitrust law he doesn’t have the 
right to do that if it is for the purpose of dominating or depriving 
you of economic freedom. 

Mr. Roosevetr. Wouldn’t the better approach be prohibition of any 
threat prior to negotiation of the renewal of the lease and saying 
that there should be no negotiation for renewal until a reasonable 
time toward the conclusion of the lease ? 

Mr. Snow. I think that would be helpful, but suppose the supplier 
punished that man by waiting until the last day and saying, “Your 
rent on renewal is $1,000 a month.” 
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Mr. Roosevett. It seems to me it is his right. 

Mr. Snow. Is it his right if he does that for the purpose of forcing 
this man not to handle Prestone, not to handle Zerex, if he does it 
for the purpose of locking out competing suppliers from that situa- 
tion? Is it his right to defeat the purpose of the antitrust law or is 
it his right if he does so without any such guilty and wrongful 

urpose ¢ 

Mr. Roosevert. It doesn’t seem to me that legislatively you will be 
able to spell out what his motive is. He might have a number of 
motives. He may not like the look of the guy’s face. If he doesn’t 
like it, he has the right at the end of that lease to stop that lease and 
get a new tenant. 

Mr. Snow. We haven’t related it to motive. We have related it to 
conduct. All the supplier has to do to be free to raise the monthly rent 
to $1,000 is not to tell the guy he can’t sell a competing brand of 
tires or batteries. 

Mr. Roosevert. If you aim at that, that is a different thing. 

Mr. Snow. That is it. 

Mr. Roosrvett. The way you worded it, you say you prohibit him 
from raising the rent at the end of the lease. 

Mr. Snow. It is a long sentence and contains defects which long 
sentences have. It is not intended to do that. 

Mr. Roosevett. I am not criticizing your grammar, but 

Mr. Snow. The intent there is to relate the prohibition upon the 
rental increase. It is to prohibit that increase in cases where it follows 
a wrongful demand on the retailer to lock out competing suppliers. 

Mr. Roosrvert. All right; I accept that. That is different. 

Mr. SuHeenAn. Will you yield, Mr. Chairman ? 

Mr. Roosevett. Yes. 

Mr. Sueenan. You are also asking for legislation to prevent them 
from forcing the dealers to take their tires, batteries, and accessories 
on an exclusive basis. 

Mr. Snow. Yes. Strengthening that provision. 

Mr. Sueenan. Therefore, if you want that in the contract, then your 
argument that you advanced to Mr. Roosevelt is no good, because they 
would have no reason to lock a man out except to get more rent. That 
is within their privilege. 

Mr. Snow. Excuse me. 

: Mr. Roosrvett. Let’s be logical about it. You can’t have both of 
them. 

Mr. Snow. I believe you can. 

Mr. Roosrvett. You want both of them. 

Mr. Snow. You prohibit something and then you prohibit his doing 
anything in furtherance of that objective. 

Mr. Sueenan. You have that in the contract. You prohibit him 
from getting exclusive contracts for TBA materials. hat more do 
you want? 

Mr. Snow. We also want him not to punish the retailer. We also 
want the supplier to be prevented from punishing the retailer for 
defiance of it, as well as being prevented from doing it. 

Mr. Surenan. You have it in the law to prevent him. 

Mr. Snow. You object to accumulative remedies. 

Mr. Suernan. That is correct. 
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Mr. Snow. We would like to stop the practice. 

Mr. Surenan. If the law is written for them to practice, whoever 
is harmed can bring suit. : 

Mr. Snow. Not necessarily, Mr. Sheehan. Of course, that is the 
theory of a private lawsuit. It is the theory of a statute which gives 
a private right of recovery. 

Mr. Sueenan. He hasa private contract in the lease. 

Mr. Snow. Statutes of this type go a little beyond that. They are 
in the nature of defining public policy, and the accumulative remedy 
is, of course, as I am sure Mr. Arnold will agree, now so characteristic 
of statutory prohibitions as to be the rule. You not only prohibit the 
thing, but you provide in stages what happens if there is a violation. 

Mr. SuerHan. I am merely trying to follow out your logic when 
you told Mr. Roosevelt that it is necessary that they cannot raise the 
rents too high in order to prevent them from taking punishment on the 
tires, batteries, and accessories deal. You have already given that one 
remedy. How far can you accumulate this? Then your logic in your 
argument isn’t right. 

Mr. Snow. There is nothing illogical about cumulative remedies. 
Cumulative remedies are not only logical, but they are a matter of 
general practice. Of course, looking at it from a critical standpoint, 
you might say this is rather harsh to prohibit a rent increase as a 
punishment for seeking to dominate this retailer. The practice, how- 
ever, at which it is aimed is harsh. The practice at which it is aimed is 
having the effect of causing shutouts and lockouts in the manufacture 
of automotive products from service stations. What has happened 
here in this business is that, as major oil companies, through this sys- 
tem, have established themselves at the crossroads of distribution for 
all automotive products, they have the power to exclude from the 
market any manufacturer or wholesaler who doesn’t happen to come 
into it on their terms. 

Mr. Roosevett. I think we are getting late here and we have other 
witnesses who want to testify. We understand what you are driving 
at. It is a question, frankly, that the committee will consider as to 
whether it is possible. I would like to ask you about the last section 
that you have here, the provision permitting the assignment and 
transfer of a lessee’s interest. 

Again, I cannot follow the logic of why you should insist that an 
oil company should allow a man whom they have put in there, whom 
they thought was the man to operate the station, to transfer to him 
the right to operate that station, transfer it to a selectee of the lessee, 
not the oil company. 

Mr. Snow. This says what it says, and it possibly couldn’t say. what 
you may draw from it. . 

Mr. Roosevetr. You will have to put that in simpler language 
That is too deep for me. 

Mr. Snow. That says that the transfer and assignment of the lease 
shall be permitted. 

Mr. Roosevett. That is exactly what I thought it said. 

Mr. Snow. It doesn’t say that a release of the original lessee shall 
be granted. The original lessee is still obligated on that lease. What 
is it that the lessor has a right to? He has a right to rent, and he 
has a right under the terms of the lease to the rent, and he has a 
right to be secure against waste. 
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Mr. Roosevetr. I think he has a lot more right than that. . Mr. 
Snow, I pick you to run my station. You say you want the right to 
transfer it to Mr. Sheehan. I want you particularly to run it. I 
picked you to do it. If I give you the right, I still hold you respon- 
sible, but I have to go through the rigamarole of trying to deal with 
Mr. Sheehan before I can come back to you and hold you responsible. 

Mr. Snow. If you want me to work for you, you should hire me as 
an employee. If you want me to work for you, you should accept me in 
the relationship in which I do work for you. 

Mr. Roosrvett. I thoroughly disagree with you. 

Mr. Sueenan. I agree with Mr. Roosevelt. 

Mr. Roosgverr. If I rent my house to somebody, I put in my lease 
that I won’t allow somebody else to move in. 

Mr. Snow. That isa proper provision for a house. 

Mr. Roosever. If you load it down with that, I don’t think it re- 
lieves any of the complaints that have been made before this commit- 
tee. This committee is interested in relieving these complaints. This 
certainly doesn’t affect that whatsoever. 

Mr. Snow. Perhaps the complaint which it relieves has not been 
brought out, but I will tell you what that complaint is. I think it 
has been brought out. That is the complaint of the retailer who, for 
one reason or another, is unable to continue in business, who goes to his 
supplier and says, “I have a buyer for the station. He will pay me for 
my inventory. He will take my Shell inventory and he will also take 
my other inventory—the Prestone and the Zerex and the other tires, 
and other things. He will pay for the equipment.” 

I think you have had this testimony. The supplier says, “You can’t 
sell your business. Take your stuff out of there. We will lease that 
station to whomever we want to.” 

When the lease is canceled, or maybe terminated, the same thing 


happens. 
1is gives the lessee, from the point of need, a situation where he 
is required to transfer his business, and gives him the right to do so. 

Mr. Rooseveutt. Why don’t you ask for the right of the lessee to 
terminate under certain conditions? 

Mr. Snow. The right to terminate isn’t what we are talking about. 
We are talking about the right to sell a going concern with value. 

Mr. Roosrvetr. That is why I said terminate under certain ap- 
proved conditions. 

Mr. Snow. That would be part of it, but it wouldn’t. answer the 
specific problem of the lessee wanting to sell his inventory and busi- 
ness during the term of his lease. Perhaps you feel he shouldn’t have 
the right to do it. 

Mr. Roosevett. I think he could terminate under those conditions, 
that he would have a right to sell back to the company at whatever 
you wanted to lay down as the basis, at cost. That would be a remedy 
for the case you brought out and would be quite different from the 
right to assign. 

Mr. Snow. Perhaps I don’t quite understand. I don’t see that any 
remedy exists in the prohibition which you suggest or in the privilege 
which you sug for the refusal of the company to permit the man 
to sell the good will which he has established in that business. What 
happens at the termination of a lease when a man is ejected, when he 
has to give up the station, and the company comes in and takes over? 
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Any good will he has built up is lost to him because he cannot make 
a transfer to the person he finds. If there is an antagonistic relation- 
ship between himself and the company, maybe as an act of vengeance 
they won’t take back his Sun merchandise. 

Mr. Roosevert. That applies at the end of the 5-year lease. How 
are you going to protect him for the good will he has built up? 

Mr. Snow. We don’t do it, then. We try to protect him during the 
term. That is one sore spot which so many dealers have had. It isa 
point where so many dealers have been prodded. They have lost some- 
thing they have built up. 

Mr. Sreep. If you had that, wouldn’t you be inviting, then, the 
action on the part of some dealers to find their own chump and unload 
something, and he wouldn’t know what he was getting? 

Mr. Snow. If it is a sharp practice, no one should engage in it. I 
don’t know why the oil company should have the sole privilege of 
soliciting these dealers and of confiscating at the point where a re- 
tailer has to give up his station, confiscating the good will which he 
has developed. 

M. Rooseveur. You don’t mention that at the end of the lease. 

Mr. Snow. We haven’t done that. We have tried to protect that 
during the 5-year term. That is all. 

Mr. Roosrveur. It seems to me it needs more protection at the end 
of the lease than the early part. 

Mr. Snow. We would be happy to add that. It certainly would 
be a beneficial addition. 

Mr. Streep. I think the oil company would have a more certain re- 
sponsibility to the public in being willing to keep its station properly 
operating than the dealer who had a lease and wanted to get out 
would have. 

Mr. Snow. I agree that there is some legitimate interest for the 
supplier in the way in which the station is operating and that that 
legitimate interest is expressed in his right or in his action in selecting 
a competent retailer. However, of course, we do have the theory, at 
least legal theory, that the supplier as a lessor is distinct from the 
supplier as a seller, and that as a lessor he has the interest of any 
other lessor ; that is, in the preservation of his property, in the secur- 
ing of the rent, and that when he uses his interest as a lessor to ad- 
vance his interest as a supplier, he is engaged in a practice which has 
a tendency to be monopolistic, which has a tendency to assert domi- 
nation over that independent businessman. 

Mr. Roosevett. Thank you, Mr. Snow. I didn’t mean to drag it 
out. I will study your position. 

Mr. Snow. In connection with these various points, I might say 
there is a reason for each one of them, and also, of course, there will be 
arguments against them. The difficulty of expressing them in such 
form as to be reasonable from the standpoint of both parties who are 
concerned is a°*major consideration. 

Our final suggestion there has to do with the enforcement of exist- 
ing laws or any additional laws which may be passed or any additional 
provisions which may be passed. 

To summarize our various positions here, these four positions, the 
retailers of the country who are represented through a national trade 
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association, have made, over a period of time, a sincere effort to nego- 
tiate these problems with their suppliers. We have sought liaison with 
suppliers, and this has been granted to a limited extent. 

e American Petroleum Institute, which is the trade association 
of suppliers, has not consented to meet with retailers.on an equal basis 
and discuss these problems. But the American Petroleum Institute 
has dropped this crumb on the table. It has established within its own 
organization a service station advisory committee having about 30 
members, and 6 of those 30 members were appointed from the ranks of 
officers of our national trade association. 

They chose the six, we didn’t. We were in the position of engaging 
in a negotiation in which they appointed our negotiators. They ap- 
pointed our leaders and people we approved of. That occurred 2 years 
ayo, 214 years ago. 

There have been meetings of that committee which have not resulted 
in any alteration of any of the abusive practices with which we have 
been dealing in our discussion. They have, however, resulted in some 
enlightenment, I think, or some discussion of those things. There has 
been some change. Five years ago we addressed a letter to the 22 major 
integrated companies asking them to discuss the problem of longer 
leases. Twenty-three companies, it wasthen. Twenty of them didn’t 
even answer the letter. The three who did raised various obstacles to 
the meeting that we couldn’t discuss anything that would involve col- 
lective understanding. 

A similar letter written a few months ago, in December, to 19 com- 
panies—the 3 who had already gotten some kind of longer lease policy 
we didn’t address this letter to—18 of them now answered, and 2 of 
them raised the same obstacles to discussion as had been raised 5 years 
before. The other 16 said, “Yes, we will be glad to have you talk this 
thing over.” 

That represents, however, 5 years of effort. We still haven’t 
lengthened those leases by negotiation or stopped these other prac- 
tices. 

The things which this committee might recommend will, of course, 
have a great deal of meaning to the people who comprise this indus- 
try. Your recommendation of some strengthening in these laws and 
prohibitions will give encouragement to the view which has been held 
by these generally conservative, although very underprivileged, small- 
business people, that there is an opportunity for their problems to be 
worked out within the framework of the free competitive society. 

T hone that you won’t feel that we should just turn out the lights and 
go to sleep now that we have been over this material. I hope you won’t 
feel that, because there are dynamic forces in the economy at work 
which will not permit the lights to be turned out. 

Mr. Roosgevevr. Mr. Sheehan previously brought out the suggestion 
that possibly this committee, working with your association, with the 
national association and with the representatives of the oil companies, 
might be able to set up a sort of code of fair play or fair action, which 
would make actual legislation unnecessary. 

Mr. Snow. I am going to send you the brief, the long statement, 
the service station advisory committee’s statement, where service- 
station operators and their representatives are supposed to be able 
to negotiate with the suppliers about these problems, we had hoped. 

The counsel of the committee is the counsel of one of the major 
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companies. He is the counsel who tells the committee what it can talk 
about. 

Mr. Roosrveur. You are not dealing directly with the company. 

Mr. Snow. We are dealing through the agency through which they 
are willing to deal with us, as much as they are willing to. When 
the matter of a code of ethics for the industry was proposed, the scath- 
ing 1-hour dissertation as to what folly, as to how illegal, as to how 
impossible it was, that was read to this committee by this counse)]—— 

Mr. Roosrverr. It would be quite different if they were talking 
tous. If it were illegal, if anything proposed was illegal, we might 
consider how to make it legal for them to do it, and we would be in 
a position to negotiate directly with them. 

Mr. SHeenan. We might even recommend legislation if they can’t 
come along. 

Mr. Snow. I would like to think that would be possible. It is a 
dream that we had and we awakened from because of the difficulties 
that have been placed in the way of doing so. 

Mr. Sreep. The alternative in this case might be legislation they 
don’t like. In the previous case there was no such threat. 

Mr. Roosrevetr. There was no such threat when they negotiated 
with you directly that if a proper and reasonable set of practices can- 
not be worked out, then it would be necessary for us to recommend 
very stringent legislation. 

I believe both Mr. Sheehan and Mr. Steed concur in this, that we 
would like, from a very conservative base, before we recommend it, 
that we perhaps have a trial at the other, which would produce the 
same results without having to go through a legislative process. 

Mr. Snow. I think anything that you would do in that direction for 
which you would assume the important responsibility that you could 
assume might be helpful, although the uncertainties about it and the 
factor of more discussion which has been so extended so far, and 
though pleasant, though socially having some advantage and having 
the advantage of acquaintanceship, has done so little for the people 
for whom we ought to accomplish something. 

Mr. Roosrvetr. Has it been tried ¢ 

Mr. Snow. Not by this committee. 

Mr. Roosrvetr. By any committee ? 

Mr. Snow. I can give you a little parallel. We proposed that the 
companies join us in going to the Federal Trade Smetain for a 
trade practice conference, which would be the legal and background 
place to go. 

Mr. Roosrvett. That is quite different from having the Federal 
Trade Commission inviting you both to come. We are inviting you. 
You issued the invitation, not the Federal Trade Commission. 

Mr. Snow. We suggested it. Their reaction was: How stupid 
these dealers are, that we should go to anybody in Government to 
work this thing out. 

It was disheartening to me, because we have a different view about 
these companies, you know. We keep thinking that it is in their 
interest. 

Mr. Roosreve.r. No company has yet been scathing to any member 
of this committee. 

Mr. Snow. That is true. 
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Mr. Roosevett. If that should happen, perhaps I would have a 
different feeling about it. 

Mr. STeep. fas this thought occurred to you, that having tried 
first to do something you feel is very fair, and we feel is very fair, if 
then we ran into this “public be damned” attitude on the part of the 
companies, and we decided that legislation was the only answer, we 
could come to the Congress armed much more strongly than we would 
if we assumed in the beginning that legislation was the only answer? 

Mr. Snow. Mr. Steed, I agree with you. I agree with this thought. 
I agree with the idea that it would be fine to say, for this committee 
to say, a serious problem exists, on which we are going to work. We 
are going to work it out in some way. If it can be worked out by a 
voluntary code of ethics, we are willing to try that. I think it would 
be fine for this committee to say that. The only thing I fear about 
this, and I can’t underestimate this fear, is that, yes, the invitation 
comes, the people come, they have come before, as there have been 
meetings, and there is talk, and there is no result. 

There has been just another series of prolongations, and of disap- 
pointments, during which time, incidentally, the chance of our sur- 
vival as small-business people, and the survival of our trade associa- 
tion as the instrumentality to represent the small-business people 
will have diminished through the passage of time. 

If this can be done with a reasonable certainty of getting some- 
thing out of it, alternatively, either of reaching some kind of an agree- 
ment or getting some kind of legislative proposal, then I would be 
all for it. But if it is going to be done to see if something can be 
done, and then to be added to the other bound volumes of words 
which have been exchanged on a friendly basis sometimes, usually, 
that it is unfair because it doesn’t bring this thing to a conclusion. 

If the discussion can aid an element of certainty that we should 
either do something about these problems in negotiation or we should 
do something about them in a legislative recommendation, I should 
say it would be a very constructive proposal. 

Mr. Surenan. What is a reasonable time? 

Mr. Snow. Mr. Sheehan, I would refer to you in planning that. 
I would have confidence in the committee giving it the time and effort 
that you could give it. . 

Mr. Surenan. That is all Mr. Roosevelt was trying to find out 
before. 

Mr. Roosevett. I think you have helped us considerably in this 
latter part of your statement. 

Mr. Snow, I want to express on the part of the committee—because 
I am sure my fellow members agree with me—that we are grateful 
to you for a very interesting, very forthright and very instructive 
testimony, and I can assure you that we will give great weight and 
great study to the matter as you have brought it before us. 

Mr. Snow. Mr. Chairman, I thank you very much, and on behalf 
of the people who are members, perhaps I am overly conscious of the 
feeling as counsel for people who are so much oppressed that I have 
need of even boring you in order to push ahead to press this thing 
forward. Something has to be done, They are dying an economic 
death at the rate of 5,000 a month. 
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So, of course, 30 days is too long for the 5,000 who die next month. 
They will die anyway. coe 

Other dynamic forces are at work in this industry. Unionization 
is one. If we wish to seek to attain these goals in the spirit which 
you express of interest coupled with energy of action, that would be 
a point of very great encouragement, and should perhaps be the pro- 
posed road to freedom that we have been looking for within the frame- 
work of our hope that we are independent business people. 

Thank you very much. 

Mr. Streep. I would be the last to want to discourage you in prosecut- 
ing the interests of your associates. I have always felt that the best 
way to get at the truth is to listen to the extreme views rather than the 
views of the fence straddlers or of the namby-pamby. 

Mr. Roosevetr. Thank you. 

Our next witness is Mr. John Huemmrich. 

Do you solemnly swear the testimony you will give this committee 
will be the truth, the whole truth, and nothing but the truth so help 
you God? 

Mr. Huemmoricnu. I do. 

Mr. Roosgvett. You may proceed. 


TESTIMONY OF JOHN HUEMMRICH, PITTSBURGH, PA. 


Mr. Huremmricu. I can assure you that my testimony won’t be as 
long as that of Mr. Snow. 

Mr. Chairman and members of the committee, my name is John 
Huemmrich. I ama service station operator in Pittsburgh, and presi- 


dent of the Associated Retail Gasoline Dealers, Inc., of Pennsylvania. 

Through my experience in this business and through my work in the 
association over a period of 10 years, I am personally familiar with 
methods used by major oil companies in the Pittsburgh area to enforce 
company-dictated retail prices and lower margins on their lessee op- 
erators. 

Two principal methods through which this is done are: 

1. Granting subsidies on condition that the retailer follow company 
dictation on retail prices and accept the cut in margin which the com- 
pany dictates—in other words, coercive price discrimination. 

2. The threat of lease cancellation unless the dealer complies with 
company-dictated retail prices and accepts company-dictated lower 
margins. 

While many instances of these practices are within my personal 
knowledge, and many, many more have come to my attention through 
association surveys and market studies, for the sake of complete ac- 
curacy and verification, I am presenting evidence of these practices 
to the committee in the form of affidavits from retailers who were 
subjected to them. By way of illustration, I will read two of these 
affidavits : 

Mr. Roosrveit. These are properly notarized ? 

Mr. Huremmnricu. These are properly notarized and sworn state- 
ments. 

Mr. RoosEveir. Have you seen them ? 

Mr. Arnot. I have not seen these statements. 

Mr. Huemaricu. They will be submitted. 

The first of the affidavits is that of Mr. Stanley John Macios, opera- 
tor of an Atlantic service station. It is dated April 19, 1955. 
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I, Stanley Macios, operator of the Atlantic service station located at 1501 
Brighton Road NS., Pittsburgh, Pa., do hereby make under oath and seal the 
following statement: 

After 9 years of operating a service station without a price sign, I was ap- 
proached by our salesman on or about April 1 to post a 25.9 cents price sign 
within 6 days. I told him I would give him my answer in 10 days. April 11, or 
10 days later, I was visited by my salesman, Dan Cannell, and his boss, Mr. 
Reagon. They wanted to know what my decision was and I told them I would 
not put a price sign up because every dealer with a price sign up was not making 
any money for themselves but just working for the company without a profit. 
Mr. Reagan wanted me to sign a voluntary release. When I refused, he said he 
would throw me out. Then he started to slander my appearance. Easter Monday 
I was clean-shaven, hair combed, and clean overalls. I looked cleaner than he 
did and he was Atlantic’s head salesman. One week later I was told that they 
would let things ride as they were until August 1, and then my lease would not 
be renewed. 


This is signed by Stanley Macios. 

The second affidavit I would like to read is accompanied by a can- 
cellation, registered mail, letter, which comes from the Texas Co. 
This man was canceled out April 20. It comes from Mr. John Veras, 
from Beaver County, Pa. 


To Whom It May Concern: 


I, John Veres, Jr., do hereby make the following voluntary statement. In the 
last 6 months I was told by Howard Backus, local territory Texaco salesman, 
and by Texaco’s zone manager, Norman Green, that I must double my gallons 
at my leased gasoline station, located at 438 Duss Avenue, Ambridge, Beaver 
County, Pa. 

Mr. Green and Mr. Backus, Texaco representatives, stated that I should post 
25.9 gasoline signs and be competitive. In this way it would double my gallonage. 

I pay 23.2 cents per gallon including State and Federal tax, and for me to sell 
this at 25.9 cents per gallon, it would be impossible for me to exist on this small 
margin of profit. 

Because I would not cut my price to 25.9 cents per gallon, I received a regis- 
tered letter dated March 21, 1955, canceling my lease as of April 20, 1955. I have 
operated this station for 3 years, doing 10,000 gallons monthly business and was 
making a living. I would be only too happy to continue on if the Texas Co. 
would let me run my own business and not try and set the price for me to retail 
gasoline, I have read this statement and it is true and correct. 


It is signed and sworn to by John Veres, Jr., Veres Texaco Service. 

I won’t take your time to read any more affidavits. I will submit 
them all here as evidence with your permission. 

Mr. Roosrvetr. They will be accepted. 

(The documents referred to are as follows :) 


RopcGers ATLANTIC SERVICE, 
Bellevue, Pittsburgh, Pa. 
To Whom It May Concern: 

I, Harry M. Rodgers, operating an Atlantic service station located at 310 
Ohio River Boulevard, Bellevue, Pittsburgh 2, Pa., do hereby make this affidavit 
free and. voluntarily. 

The Atlantic Refining Co.’s salesman, Dan Kannel, through his company has 
intimated to me that unless I become competitive with the dealers who sell their 
gasoline for 25.9 cents per gallon they will not renew my lease. I pay 23.2 
cents per gallon plus 1.5 cents per gallon rent, and it would be impossible to pay 
the overhead at this station. I would like to remain at this location if the 
company would let me run my own business. I have operated at this address 
for 9 years. 

Harry M. Ropcers. 

Sworn and subscribed to before me this 20th day of April, A. D. 1955. 


[SEAL] JOSEPH Fvcct, 


Justice of the Peace. 
My commission expires the first Monday in January 1958. 
65262—55—pt. 1-81 
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CoMMON WEALTH OF PENNSYLVANIA, 
County of Allegheny: 


Before me the subscriber, a notary public in and for the county and Common- 
wealth aforesaid, personally appeared John Inserra, 200 Shadyhill Road, Pitts- 
burgh 5, Pa., who, being duly sworn according to law, doth depose and say: 

On or about October 15, 1954, just after I opened my leased gasoline service 
station located at Main and Chestnut Streets, Carnegie, Pa., the Mobil Gasoline 
Co. representative advised me he had company signs (price signs) to fit my 
A-board for sidewalk advertisement. The signs of paper placards show various 
prices such as 24.9 cents, 25.9 cents, 26.9 cents. Mr. Dorworth, of the Mobilgas 
Co., stated he would send me several signs to be used on my A-board. 

Mr. Dorworth, who I believe is a district manager for the Mobilgas Co., 
called me by phone in reference to my drop in volume. He wanted to know 
what price I was posting at the curb and on my pumps. I stated the price 
and his remark was that I could operate at a lesser figure. He continued by 
saying that he was not satisfied with the volume I was buying from his com- 
pany and was dissatisfied with the margin of profit I was posting. I am now 
posting 25.9 cents which includes Federal and State taxes. My margin of 
profit is 2.7 cents—definitely not enough to operate a legitimate station. 


[SEAL] JOHN INSERRA. 
Sworn to and subscribed before me this 16th day of March 1955. 


[SEAL] DoMENICK ROMONO, Jr., 
Notary Public, Carnegie, Allegheny County. 
My commission expires January 29, 1959. 


Frpruaky 2, 1955. 

I, Stanley Carrington, owner and operator of the American Oil service station 
located at Saw Mill Run Boulevard and Maytide Street, Pittsburgh 34, Pa., do 
hereby make the following statements of my own free will and accord: 

During the month of December 1954 my price was posted 26.9 for motor gaso- 
line. Posted also was Amoco at 31.5 and only one curb sign and that for Amoco 
at a price of 10 gallons for $3. On or about December 15, 1954, Nelson Renon, 
another salesman for the American Oil Co., requested me to place a 24.9 motor 
gas sign at the curb. His explanation was to meet competition and show same 
price as the other Amoco dealers on Saw Mill Run Boulevard who were being hit 
hard by this gasoline war, and we were to receive assistance from the company, 
namely, American Oil Co. 

S. M. Carrrneton. 

[SEAL] M. EvrsaBeTH Bracken, 

Notary Public. 


My commission expires April 1, 1958. 


Apri 20, 1955. 
I, John R. McKillop, operating an Atlantic service station located at Seventh 
Street and Sixth Avenue, New Kensington, Pa., have been told by Mr. Regan, the 
Atlantic sales supervisor, that unless I reduce my price to 26.9 cents a gallon 
that there will be a new dealer put in this location. I pay 23.2 cents a gallon and 
a cent a half rent. It is impossible to meet overhead at that price. 


JoHN R. McKie. 
Sworn and subscribed before me this 20th day of April 1955. 
[SEAL] JosePn Fvcct, 


Justice of the Peace. 
My commission expires first Monday in January 1958. 


THE ATLANTIC REFINING Co., 


Pittsburgh, Pa., November 12, 1958. 
Mr. JoHN R. McKILtop, 


New Kensington, Pa. 


Dear Mr. McKrrvop: Atlantic welcomes you as the lessee of our new service 
station at Sixth Avenue and Seventh Street, New Kensington. 
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When you lease an Atlantic service station, you agree to undertake the law- 
ful, diligent, and businesslike operation of a first-class service station. Let us 
emphasize to you that this is your business. We, of course, are interested in 
your success, and will advise and counsel with you, but we cannot do your 
thinking nor your work for you. Your success will depend upon your own busi- 
ness judgment, skill, imagination, and initiative. 

There are certain well-established standards which have proven by experi- 
ence to be necessary for the businesslike operation of a first-class station. They 
are: 

1. Housekeeping: Clean, sanitary premises, inside and out. 

2. Use and upkeep: Careful use and upkeep of building and equipment in 
safe, good operating condition. 

3. Display: Neat, orderly arrangement of merchandise and advertising in a 
manner reasonably calculated to attract and solicit the attention of the motor- 
ing public. 

4. Illumination: Safe and adequate to attract customers during night opera- 
tions. 

5. Personnel: Sufficient manpower to give prompt service and allocated to 
handle peak operating hours. Clean uniforms, courteous, trained to sell, ade- 
quate knowledge of services to be rendered. : 

6. Hours of operation: Uniform daily operating schedule based on buying 
habits of potential trade in the area. 

7. Services: At least on a par with competition as to kinds of services ren~ 
dered and efficiency of performance. 

8. Adequate inventory: Quality products and merchandise on hand to serve 
normal customer needs without delay. 

9. Sales promotion: Regular program for expanding sales, involving direct 
mail campaigns, personal solicitation, and advertising. 

10. Price : Competitive, quality, and service considered. 

11. Accounting: Maintenance on current basis of records adequate to reflect 
financial status and return from various phases of your business. 

Every well-run Atlantic service station helps all dealers operating Atlantic 
service stations. 

Cordially yours, 
THe ATLANTIC REFINING Co., 
By B. M. Boor, 
Regional Manager of Marketing. 


Aprit 19, 1955. 
To Whom It May Concern: 

I, Arthur V. Ford, now living at 1323 McNeilly Avenue, Pittsburgh, Pa., would 
like you gentlemen to know that, I was operating a service station leased to 
me by the Shell Oil Co., of Chicago, Ill. The station was located at Ashland 
Avenue and Grace Street, Chicago, Ill., and because I was selling my gasoline 
for 2 cents more than any other dealer in Chicago. 

The Shell Oil Co.’s zone manager and with the company’s salesman, told me 
pointblank that I had to reduce my price by 2 cents, which then would give 
me more gallonage, and if I refused they would raise my rent from $350 per 
month to $600 per month. I was selling 30,000 gallons per month and had a 
nice going business. I refused to cut my price, so the company raised the rent 
and I could not renew the lease at the $600 per month rental. 


wee OF 


ARTHUR V. Forp. 
Sworn and subscribed to before me this 20th day of April A. D. 1955. 


[SEAL] JOSEPH Fvcct, 
Justice of the Peace, 










My commission expires first Monday in January 1958. 






Tue Texas Co. 
Burrato Division, 


March 21, 1955. 
Registered mail—return receipt requested. 


Mr. Joun VeEnres, Jr., 
Ambridge, Pa. 
Dear Sir: Please take notice that the lease agreement between you and the 
Texas Co., dated the 18th day of April 1952, covering premises located on the 


ce 
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east side of Duss Avenue and Glenwood Road, in Ambridge, Pa., is hereby 
canceled and terminated effective April 20, 1955. 
Very truly yours, 
M. C. Watt, 
Assistant Division Manager. 


COUNTY OF BEAVER, 
State of Peransylvania, 88: 
To whom it may concern: 


I, John Veres, Jr., do hereby make the following voluntary statement. In the 
last 6 months I was told by Howard Backus, local territory Texaco salesman, 
and by Texaco’s zone manager, Norman Green, that I must double my gallonage 
at my leased gasoline station, located at 488 Duss Avenue, Ambridge, Beaver 
County, Pa. 

Mr. Green and Mr. Backus, Texaco representatives, stated that I should post 
25.9 gasoline signs and be competitive. In this way it would double my gallon- 
age. I pay 23.2 cents per gallon including State and Federal tax, and for me 
to sell this at 25.9 cents per gallon, it would be impossible for me to exist on 
this small margin of profit. Because I would not cut my price to 25.9 cents per 
gallon, I received a registered letter dated March 21, 1955, canceling my lease as 
of April 20, 1955. I have operated this station for 3 years doing 10,000 gallons 
monthly business and was making a living. I would be only too happy to con- 
tinue on if the Texas Co. would let me run my own business and not try and 
set the price for me to retail gasoline. I have read this statement and it is true 
and correct. 

VERES TEXACO SERVICE, 
JOHN VERES, Jr. 

Before me a notary public came the aforementioned John Veres, Jr., and 
acknowledged the aforementioned statement to be his act and deed. 

Sworn to and subscribed before me this 18th day of April 1955. 


[SEAL] WALTER V. CASASANTA, 


Notary Public. 
My commission expires February 23, 1957. 


PITTSBURGH, Pa., April 19, 1955. 

I, Stanley Macios, operator of the Atlantic Service Station located at 1501 
Brighton Road, NS., Pittsburgh, Pa., do hereby make under oath and seal, the 
following statement. ; 

After 9 years of operating a service station without a price sign, I was ap- 
proached by our salesman on or about April 1, to post a 25.9 cents price sign 
within 6 days. I told him I would give him my answer in 10 days. April 11, 
or 10 days later I was visited by my salesman, Dan Cannell and his boss Mr 
Reagon. They wanted to know what my decision was and I told them I would 
uot put a price sign up because every dealer with a price sign up was not mak- 
ing any money for themselves but just working for the company without a profit. 
Mr. Reagon wanted me to sign a voluntary release. When I refused, he said he 
would throw me out. Then he started to slander my appearance. Easter Mon- 
day I was clean shaven, hair combed, and clean coveralls. I looked cleaner 
than he did and he was Atlantic’s head salesman. One week later I was told 
that they would let things ride as they were until August 1, and then my lease 
would not be renewed. 

STANLEY JOHN MActios. 

Sworn to and subscribed before me this 19th day of April 1955. 


[SEAL] Mary LovuIse Boyp, 


Alderman. 
My commission expires first Monday in January 1958. 


Mr. Huemmrricn. I would like to read just one in regard to a rent 
situation, since Mr. Snow was sort of being questioned about the oil 
companies raising rent when a dealer won’t go along on price. This 
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dealer happened to be a dealer who was in Chicago and is now in 
Pittsburgh. It is from Arthur V. Ford, and is duly sworn to. 

I, Arthur V. Ford, now living at 1323 McNeilly Avenue, Pittsburgh 16, Pa., 
would like you gentlemen to know that I was operating a service station leased 
at Ashland Avenue and Grace Street, Chicago, Ill. The station was located at 
Ashland Avenue and Grace Street, Chicago, Ill., and because I was selling my 
gasoline for 2 cents more than any other dealer in Chicago. 

The Shell Oil Co.’s zone manager and with the company’s salesman, told 
me point blank that I had to reduce my price by 2 cents, which then would 
give me more gallonage, and if I refused they would raise my rent from $350 
per month to $600 per month. I was selling 30,000 gallons per month and had 
a nice going business. I refused to cut my price, so the company raised the rent 
and I could not renew the lease, at the $600 per month rental. 

So the man went out of business and is now located in Pittsburgh. 

With respect to the price discrimination practices, I have additional 
documentary evidence. This evidence was obtained by visiting dealers 
of various companies who handed me personally copies of their in- 
voices for gasoline from their supplying companies. 

In the case of Sun Oil Co., I was given by Charles J. Curry, a Sun 
dealer whose station is at 8900 Frankstown Avenue, his invoice dated 
January 9, 1955 showing net price charged for gasoline including tax 
of 23.2 cents. Also, from William Lee Harvanek, Sun Oil dealer, 
whose station is at 231 Hulton Road, about one-quarter of a mile from 
the Curry station and in the same trading area, I was handed by 
Mr. Harvanek his invoice from Sun Oil Co. dated January 18, 1955 
showing a net price including tax and also including one-half cent for 
rent, of only 22.4 cents. The rent charge was one-half cent— so the net 
price to this retailer was 21.9 cents. Thus, the price discrimination 
suffered by Curry was 1.3 cents per gallon. 

I offer photostats of these invoices in evidence to the committee, 
which I have had made. 

Mr. Roosevert. The committee will accept them. 

(The photostats of the above mentioned invoices follow :) 
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Mr. Huemmricn. With respect to Gulf Oil Co., Edward Pecany, 
a Gulf retailer at Front and James Street, gave me his invoice from 
Gulf dated January 17, 1955 showing a 1.3 cents discount marked 
“Compl.” giving a net price for — grade gasoline of 21.9 cents 
per gallon. Tony Blumett, Gulf dealer at Harmersville Road and 
Hulton Bridge, whose station is approximately one-half mile from 
the Pecany station—incidentally, these stations are across the river, 
with a bridge separating them—and in the same trading area, also 
gave me his invoice for the same date as the Pecany invoice and from 
the same company showing the complimentary discount as 2.3 cents 
and the net price of 20.9 cents. Thus, the price discrimination in this 
case was 1 cent. 

I submit photostats of these original invoices in evidence to the 
committee. 

With respect*to Socony-Vacuutm Oil Co., I submit invoices for 
approximately the same date to stations one-half mile apart showing 
a price discrimination difference of 1 cent per gallon. These invoices 
were given to me by the retailer whose names appear thereon and 
the photostats submitted were made therefrom. 

With respect to Esso Standard Oil Co., I submit photostat copies 
of invoices given to me by two retailers of this company whose sta- 
tions are one-quarter of a mile apart showing deliveries on January 
14, 1955, and January 19, 1955, with net prices for regular to the one 
station of 23.2 cents and net price for regular to the other station of 
21.9 cents, the price discrimination here being 1.3 cents per gallon. 

With respect to Atlantic Refining Co., I present invoices given to 
me by 2 dealers of this company one-half mile apart dated January 
10, 1955, and January 13, 1955, showing net price for regular in the 
one case of 23.4 cents and in the other case of 20.9 cents, the price 
discrimination in this case being 214 cents. 

I submit photostated copies of these original invoices given me 
by the retailers to whom the sales were made in evidence before the 
committee. 

Since listening to this testimony, gentlemen, I have come up with 
a few other things I would like to say, if I would be permitted to. 

Mr. Roosevetr. Certainly. 

Mr. Hvuemmricu. One thing disturbed me in the question which 
I heard this morning asked some of the dealers, as to how they secure 
men for these businesses with these conditions. 

Gentlemen, a great many sales programs have been promoted by 
the oil companies by selling unwary victims in the service-station 
business and telling them a bunch of lies. I have a letter here, which 
I would like to read a few paragraphs from, which was written by 
a legislator in our State of Pennsylvania to our company in, Penn- 
sylvania on behalf of the gasoline when we were seeking legislation 
in the State to help us. He describes the gasoline business in our 


State. I will read part of it. I would like to have you hear it. 
He says: 


For several sessions gasoline dealers in the State have been seeking some type 
of relief from destructive price-cutting wars which have lately been skyrocket- 
ing dealer turnover from 25 percent to 50 percent. 

Because of this rapid rate of turnover in dealers it has been impossible to 
organize them and keep them organized because you can’t keep a group together 


when practically half of its members are out of business shortly after they 
join the organization. 
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Because they are not effectively and completely organized their every effort 
to seek relief under previous administrations has met with the usual stereotyped 
questions, “Are you trying to fix prices,” * * * Is this constitutional? Some- 
times these questions are posed by those who are sincere but more often they 
are put by those who mimic the propaganda of one or another of the large 
producers. 


It is alleged that one of these producers grants a price differential to one 
dealer while withholding it from another. It is alleged that this same producer 
induces unwary dealers to cut prices, using the great god “volume” as a bait. 
Soon the dealer has to hire more help to pump the extra volume, than he is 
confronted with an increase in rent based on the added volume. Finally, some 


other dealer downstreet meets the price and the poor fellow who started the 
war is out of business. 


Now the station is ready for another unwary victim. An ad ap- 
pears in the classified section of the local paper : 


Become independent * * * lease a station * * * just a few thousand will set 
you up * * * we will teach you * * * earn while you learn. 


And so the vicious cycle continues. 

Something must be done to preserve our sacred birthright of private 
enterprise and individual initiative. 

The ads are large ads and they are effective. The unwary victim 
is usually a young fellow who has never had experience and will listen 
to the companies because they have very good salesmen. 

Here is a statement released by the Michigan Petroleum Associa- 
tion in connection with a meeting held in Detroit in regard to how 
they are selling service-station work. 


Service-station work offers young men many worthwhile benefits and advan- 
tages, W. K. McCulloch, assistant manager of advertising and sales promotion 
for Ethyl Corp., New York, N. Y., declared here today. * * * Mr. McCulloch 
said oil marketers must inform more young men about the career opportunities 
in the service-station field if they are to attract the most capable personnel for 
their stations. 

One difficulty, the speaker said, is that not enough young men are aware of 
the advantages of service-station work. These include, he said, independent, 
interesting work, opportunity, and security, and a chance to have a business 
of their own someday. By educating the Nation’s youth to these facts, he con- 
tinued, more of them will be inclined to enter the service-station field. 

Mr. McCulloch described the program Ethyl is making available to oil mar- 
keters to help them recruit and train young men for the service-station business. 
A major aim of Ethyl’s program, he said, is to give the young men of each com- 
munity a better insight into service-station work. 

A principal feature of Ethyl’s program is a motion picture in color, Pick Your 
Tomorrow, which is available for showing in schools and clubs and local organi- 
zations. Addressed primarily to young men seeking a career, the film shows 
them the good future the service stations hold for them, and points up the im- 
portance of a service station to the community, Mr. McCulloch said. 


They are promoting a very good advertising campaign telling about 
the good parts of the service-station business as they should be, but 
aren't. 

So much for that, gentlemen. 

One other thing. I would like to ask the gentlemen to listen to this. 
I heard this morning that this committee asked a question: Do we 
believe if the committee thought corrective measures are needed and 
they recommended to the oil industry that these corrective measures 
be established, would that be sufficient? Would the oil industry be 
induced to make these measures? 

Gentlemen, I don’t believe so. We have been in meetings year 
after year with the oil industry asking for these very corrective meas- 

65262—55—pt. 132 
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ures, and we have gotten no results. I strongly urge you gentlemen 
to come up with some type of legislation, legislation which will com- 
pel the oil industry to give us the protection we need. 

I thank you, gentlemen. 

Mr. Roosevett. Thank you. 

I think we all join in that. We appreciate your coming. Thank 
you very much. 

Mr. Charles J. Swarthout. 

In fairness to you, I ought to say that the members of the committee 
are going to have to adjourn in about 20 to 25 minutes. I hope you 
wiil try to cover points that we haven’t covered today. We will appre- 
ciate that. 

Mr. Swarrnovt. I certainly will. 

Mr. Roosrvett. Do you solemnly swear to tell the truth, the whole 
truth and nothing but the truth so help you God? 

Mr. Swartuour. I do, sir. 

Mr. Roosrvett. You may proceed. 


TESTIMONY OF CHARLES J. SWARTHOUT, ST. LOUIS, MO. 


Mr. Swarrnout. Mr. Chairman and gentlemen, my name is Charles 
J. Swarthout. I am secretary, executive secretary of the Associated 
Petroleum Retailers of Greater St. Louis. 

My background in the gasoline industry goes back in St. Louis to 
approximately 1914-15. Gas was selling then at an extremely low 
price, of 314 cents a gallon, and I have seen the industry come up. 

I have seen the Standard Oil Co. go from a filling station into a 
merchandising program. 

When I was employed by them, their first movement was to sell elec- 
tric light globes and reflectors on the cars in those days. 

I am here in behalf of the members of my organization to to 
point out to this committee what we believe should be and could be 
worked out. As you have asked me to do, I will highlight just the 
high points, and 1 will present the evidence to you as I have it, about 
which I was going to talk, and I think the first thing I want to talk 
about of highlights in connection with the price war that started in 
the latter part of 1954. 

Mr. Rooseverr. If you would like to incorporate into the record all 
of the written testimony which you have presented, so that it is a 
part of the record at this point, we candothat. _ 

Mr. Arnotp. Might I suggest, Mr. Swarthout, that the committee 
would be particularly interested in your statement concerning the 
commissioned stations and then also in some of your recommendations 
and opinions concerning what you would think would be the solution. 
We have had a lot of evidence on the price wars, 

I think you might direct your remarks to the commission-type sta- 
tions. 

Mr. Swartuout. My statement on the price war is as follows: 

In the first part of July 1954, it was brought to my attention by 
the various service-station operators of the major oil companies that 
the Standard Oil Co. (Indiana) had lost gallonage in the entire State 
of Missouri. As a rule this is the forerunner of a price war. 

On Monday, August 30 I received several phone calls from Texaco 
dealers that they had been instructed to lower their price on gasoline. 
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The price was lowered from 29.4 cents on ethyl to 26.4 cents and 
the price of regular gasoline was lowered from 27.9 cents to 24.9 
cents per gallon. 

It did not take long for this information to spread and on three of 
our main thoroughfares which lead out to the county area where price 
wars were started by major stations and cutrate stations, and 2 days 
later on September 3, a Standard Oil representative by the name of 
Kirchmer called on 4 service stations on Netural Bridge Road, a main 
artery from St. Louis to the county area, to entice them to reduce their 
price of gasoline. 

This Standard Oil representative would have the operator in charge 
of the service station to call the office of his company granting him 
permission to reduce his price of gasoline from 26.9 cents to 23.9 
cents on ethyl or a difference of 3 cents a gallon and on regular brand 
of gasoline from 23.9 cents to 19.9 cents or a difference of 4 cents a gal- 
lon, and after this operator would call his supplier permission was 
granted and the salesman would go to the next station where he would 
use the same method and the stations he contacted were Faller’s Cities 
Service at 8482 Natural Bridge Road, and Bob’s Shell Service Station, 
8730 Natural Bridge Road. 

The Standard Oil salesman’s visits to these stations were very fruit- 
ful and each one of the station operators was given permission to 
reduce his price of gasoline and would be given a subsidy to offset his 
loss in the selling price of gasoline. 

About a week later this price war had started to travel along the 
rest of the main thoroughfares in the county and also along the main 
thoroughfares in the western part of the city of St. Louis. 

By the 1st of October 1945 the price war had spread over the entire 
metropolitan area of St. Louis. 

The major oil companies would have their salesmen to take a memo- 
randum for the service station operator to sign which they called CPA 
or competition price assistance and the salesman would not give him 
a copy as he would only have the original for the operator to sign and 
after the operator had signed this CPA, he then would be eligible to 
receive his subsidy granted by the major oil company. 

This same procedure was used by all of the major oil companies. 

The following is the price per gallon subsidy granted to the opera- 
tors by the major oil companies. Shell: 6.3 cents on regular; 6.8 cents 
on ethyl. Phillips : 4 cents on regular; 4.5 cents on ethyl. Standard: 
4 cents on regular; 4.5 cents on ethyl. Texaco: 4 cents on regular; 4.5 
cents on ethyl. Socony: 4 cents on regular; 4.5 cents on ethyl. Sin- 
clair: 4 cents on regular; 4.5 cents on ethyl. Cities Service: 4 cents on 
regular; 4.5 cents on ethyl. 

I was informed that the price war would last until the cutraters and 
the unbranded operators agreed to raise their price within 2 cents per 
gallon of the price of regular major brand gasoline and this was the 
general conversation among all the operators in the metropolitan area. 

In the latter part of September 1954, the major oil companies in- 
structed the operators to reduce the price on their gasoline as follows: 
Ethyl gasoline from 23.9 cents to 20.9 cents per gallon and the price 
of regular gasoline to remain at 19.9 cents per gallon, and this reduc- 
tion was in the boundary of the city of St. Louis only. 

About October 15, 1954, the major oil companies instructed the oper- 
ators in the entire St. Louis County area to reduce the price of gasoline 
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again and the price of ethyl was reduced from 23.9 cents to 19.9 cents 
oe gallon and regular gasoline from 19.9 cents to 18.9 cents per 
gallon. 

I was also advised as the price of gasoline was reduced the subsidy to 
the operator was also reduced and there was a variation of the subsidy 
between the major oil companies. 

In the first part of November 1954, I made an appeal to the Justice 
Department here in St. Louis and explained to them the entire proce- 
dure of how the price war started and asked them what they could do 
to help stop this vicious price war. I was informed by the person who 
interviewed me that it would take about 5 days to be cleared in Wash- 
ington, D. C., and that I should call back within that time for an 
answer. 

I called back as I was instructed and I also was informed that there 
was nothing that they could do as my request had been turned down 
in Washington. 

In the latter part of November 1954, I spoke to one of the associate 
prosecuting attorneys of the city of St. Louis on how to proceed for 
a Federal grand jury investigation—due to the fact that I got no 
encouragement from the Justice Department. 

The service station operators had become desperate by this time 
due to the fact that it was costing them 1.7 cents per gallon to do 
business because the subsidies from the major oil companies were not 
sufficient to pay what they were losing by this price war that was 
brought on by the major oil companies. 

With the information that I had received from the city prosecuting 
attorney’s office and the continuous phone calls that I was receiving 
about. doing something to stop this price war I talked with an attorney 
about presenting the facts to the Federal grand jury to see what could 
be done and after revealing my intentions to some of the major jobbers 
T was advised to bring my program out in the open at our next monthly 
meeting which was December 15, 1954. 

At our meeting on Wednesday night, December 15, I outlined the 
entire program that if this price war was not stopped within 5 days 
I was going to take the problems of the service-station operators to the 
United States Federal Judge George H. Moore and explain to him 
exactly what was going on and who started it and I explained to the 
membership that I would need service-station operators to be present 
and also to substantiate the complaint. 

It wasn’t long after our meeting when rumors were advanced that 
the unbrandeds had agreed to program with the major oil companies 
and by December 28, 1954, the price of gasoline started to move up to 
its normal price before the price war started and by the middle of 
January 1955, the price war had ended and everbody was back to 
normal operation. ’ 

The records in the comptroller’s office in the city of St. Louis will 
show that during the last quarter of 1954 the gallonage increased over 
the gallonage of the last quarter of 1953. Gallonage for last quarter 
of 1953 was 50 million gallons. The gallonage for the last quarter of 
1954 was 54 million gallons. An increase of 4 million gallons, and 
this increase was brought about by more motorists driving and more 
gasoline sold to the motorists from East St. Louis area. 

“At this time I would like to bring to your attention the matter of 
the commission stations. 
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I want to bring to your attention how the Shell Oil Co. has estab- 


lished C type stations or more commonly known as commission 
stations. 


The Shell Oil Co. has established throughout the Metropolitan St. 
Louis area C type stations within the radius of every 15 square blocks, 
for the sole purpose of controlling the price of gasoline and this is a 
known fact among all the dealers in the metropolitan St. Louis area 
because prior to the last price war which occurred in the latter part 
of 1954, the Shell Oil Co. maintained the price on ethyl gasoline of 
25.9 cents and on their reguiar gasoline 23.9 cents per gallon. By 
establishing this price at their C type stations it automatically put a 
control on the other major brand gasoline stations that they could 
not raise their price higher than from 1 cent to 114 cents per gallon 
and maintain their present gallonage. 

All the large Shell units in the metropolitan area are C type sta- 
tions—only the smaller stations that are leased to individual operators 
or the lease-type operations which pump an average of from 8,000 
to 12,000 gallons per month. 


I will submit to you a completé C type lease agreement from one 
of the members of the Associated Petroleum Retailers. This is a 


complete C type lease, and I received it from that gentleman. It is 
of this year. 


Mr. Roosevett. The committee will accept this. 
(The lease referred to follows :) 


GALLONAGE PAYBACK AGREEMENT 


The undersigned hereby acknowledges that the undersigned is now indebted to 
Shell Oil Company (hereinafter called “Shell”), in the sum of One thousand 
one hundred Twenty Seven and 10/100 Dollars ($1,127.10), and that the under- 
signed may, from time to time in the future, become indebted to Shell in addi- 
tional sums, for petroleum products sold and delivered by Shell to the under- 
signed, and on other accounts. 

The undersigned hereby agrees that, so long as Shell may forbear from de- 
manding immediate payment in full of said present indebtedness or of any such 
additional indebtedness as may hereafter accrue, the undersigned will pay all 
such indebtedness to Shell in successive installments, each in an amount equal 
to one-half cent (44 cent) for each gallon of gasoline of all grades sold and 
delivered by Shell to the undersigned, payable at the same time that the pur- 
chase price of each successive delivery of gasoline by Shell to the undersigned 
is payable by the undersigned to Shell and in addition to the purchase price of 
each such delivery, until all such indebtedness shall be paid in full; provided, 
however, that if the total of all sums paid or payable by the undersigned during 
any calendar month is less than the sum of One Hundred Twenty-Five Dollars 
($125.00), the undersigned shall pay to Shell the difference between the latter 
sum and the total of all sums so paid or payable during such month, on or before 
the 15th day of the succeeding calendar month; and provided, further, that the 
undersigned shall have the right, at any time, to pay all or any part of the then 
unpaid balance of such indebtedness. 

The undersigned hereby further agrees that the S/S Manager’s Agreement 
between Shell and the undersigned, dated the 18th day of June 1954, shall be and 
is hereby amended so as not to be terminable by the undersigned, as provided 
therein, at any time when any indebtedness of the undersigned to Shell, whether 
now existing or hereafter accruing, remains wholly or partially unpaid. 

Neither this agreement nor Shell’s acceptance hereof or of payments made by 
the undersigned pursuant hereto shall constitute a waiver of Shell’s right, at 
any time, to demand and enforce payment of all or any part of any existing or 
hereafter accruing indebtedness of the undersigned to Shell. 

Executed this 7th day of June 1954. 


OutIver F. LuEcK. 


Witness: 


Wma. D. Watsu, Jr. 
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SHELL O11 CoMPANY, 
St. Lowis, Mo., June 16, 1954. 
Mr. OLIver F. LUEcK, 
Ladue, Mo. 


Dear Str: We refer to your service station manager’s commission agreement 
dated June 18, 1954, and more particularly to article 4 thereof which is hereby 
canceled and superseded by the following : 

“4A. Effective July 1, 1954, thru December 31, 1954, we will allow you an 
additional one cent (1 cent) per gallon commission on Shell and Shell Premium 
Gasoline purchased in excess of 25,000 gallons per month provided, however, that 
such additional commission shall not exceed Two Hundred Fifty Dollars 
($250.00) in any calendar month that this agreement is in full force and effect. 

“Effective January 1, 1955, and thereafter, we will allow you an additional 
one cent (1 cent) per gallon commission on Shell and Shell Premium Gasoline 
purchased in excess of 30,000 gallons per month; provided however, that such 
additional commission shall not exceed Three Hundred Dollars ($300.00) in any 
calendar month that this agreement is in full force and effect.” 

This amendment may be terminated by either Shell or Manager at any time 
by giving twenty-four (24) hours’ notice to the other, after which, the Agree- 
ment, excluding article 4—-A, shall continue in full force and effect. 

Will you please indicate your acceptance of this agreement by signing in the 
space provided below. 

Yours very truly, 

SHELL Orn CoMPANY, 
FRANK LEwIis, District Manager. 

Accepted this 19th day of June 1954. 

OLIver F.. LuEcK. 


SERVICE STATION MANAGER’S AGREEMENT 


se 


This agreement, dated June 18, 1954, between Shell Oil Company (herein 
called “Shell’), and Oliver F. Lueck, of 8876 Ladue Road, Ladue, Missouri 
(herein called “Manager’’), 

WITNESSETH : 

1. Employment: Shell hereby employs Manager, and Manager hereby accepts 
employment by Shell, to operate Shell’s service station located at 8876 Ladue 
Road in Ladue, Missouri. 

2. Consigned products: Shell shall stock the station with “Shell” gasolines 
and such other products as Shell may elect to consign to Manager. Inventories 
of such consigned stocks shall be maintained in such quantities as Shell con- 
siders adequate for the proper operation of the station. Title to all products 
consigned to Manager shall remain in Shell until sold, and Manager shall sell 
such products at prices fixed by Shell. Manager shall account to Shell for 
consigned products sold, in the following manner: At the time of each replace- 
ment delivery and at such other times as Shell may demand, Manager shall pay 
Shell in cash, on partial account for consigned products theretofore sold, an 
amount equal to Shell’s retail prices for the quantities of gasolines so delivered 
(less the commissions specified below), and Shell’s dealer prices for the quan- 
tities of other consigned products so delivered, as such prices are in effect for 
each product or grade thereof and for the station at the time of such delivery. 
At the time the price of any consigned product is changed or Manager’s account 
as to any consigned product is closed out by termination of this Agreement or 
otherwise, an inventory of each such consigned product shall be taken, and the 
difference between the quantity consigned and the quantity in stock shall be 
determined. If the price is increased, a credit memorandum shall be issued by 
Shell to Manager in an amount equal to such difference in quantities multiplied 
by the per unit price increase. If the price is reduced, Manager shall pay 
Shell in cash an amount equal to such difference in quantities multiplied by the 
per unit price decrease. If Manager’s account as to the consigned product is 
being closed out, Manager shall pay Shell in cash Shell’s retail prices for such 
difference in quantities of gasolines (less the commission specified below), and 
Shell’s dealer prices for such difference in quantities of other consigned prod- 
ucts. Such prices shall be those in effect for the respective products or grades 
thereof and for the station at the time of the inventory. 

3. Other merchandise and services: Manager shall have the right, for his own 
account: (a) to purchase from Shell or such other suppliers as Manager may 
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choose, and sell at the station, such other items of merchandise as Shell may 
approve, and (b) to perform such services at the station as Shell may approve; 
provided that Manager shall pay for such items of merchandise purchased from 
Shell, in cash at the time of delivery, Shell’s dealer prices therefor then in effect 
for the station; and provide that Manager shall not engaged in automotive body 
work or major engine repairs at the station without Shell’s prior written approval. 
Manager shall obtain all licenses and permits which may be required, and shall 
pay all fees, taxes, and other charges which may be assessed or incurred, by 
reason of the transaction of such business by Manager for his own account. 

4. Compensation: As full compensation, subject to the payment of all sums 
payable by Manager hereunder: (a) Manager shall retain the following com- 
missions per gallon for the sale of consigned gasolines: 


: teat Minimum 
Grade of gasoline Commission | commission 


Cents Cents 
“Shell Desi” cde ankintcnkckl aq hhadiandindeaie 5 


. sci carnain niuaiinininticentians emda 3.5 
“Shell” 3.5 


2.5 
2.5 





provided, that at any time when Shell’s retail price for any grade of gasoline at 
the station is considered by Shell to be subnormal, the above-specified commission 
for such grade may be reduced, but never below the minimum commission above- 
specified for such grade; and (b) Manager shall retain all profits made on the 
sale of other consigned products (after paying to Shell the amounts specified in 
article 2), all profits made from the sale of other merchandise purchased by 
Manager, and all receipts from approved services performed by Manager. 

5. Operation: Manager shall: (a) devote his full business time to the opera- 
tion of the station and use his best efforts to promote the sale of “Shell” products ; 
(b) comply strictly and fully with all of Shell’s instructions, rules, and regula- 
tions, and all Federal, State and local laws, ordinances, and regulations, appli- 
cable to the operation of the station ; (c) keep such records and make such reports 
as Shell may require; (d) employ, and pay all wages and salaries of, such 
assistants at the station as Shell may require and approve, and discharge any 
such assistant at Shell’s request; (e) pay for all supplies and small items of 
equipment required in connection with the operation of the station; (f) collect 
and pay, as directed, such taxes, fees, or charges as Shell may desire or be re- 
quired to collect from or pass on to customers, either as a separate item or as 
part of the retail selling price, and which are not included in the prices specified 
in article 2; (g) withhold and pay over to Shell such employee taxes and contri- 
butions as Shell is or may be required by law to withhold on the compensation of 
Manager and his assistants; and (h) be solely responsible for all cash collected, 
shortages in consigned products, and loss or damage of property owned by Man- 
ager or his assistants. Manager shall have no authority to make any commit- 
ments whatsoever in the name or behalf of Shell; and any unauthorized credit ex- 
tended by Manager shall be for the account and at the risk of Manager alone. 

6. Insurance—indemnity: Manager shall carry at all times automotive bodily 
injury and property damage liability insurance covering such automotive equip- 
ment as he may utilize in the operation of the station, with minimum bodily 
injury limits of $10,000 per person and $20,000 per accident and a property dam- 
age limit of $10,000 per accident, and furnish Shell on request satisfactory evi- 
dence of such coverage. Manager shall indemnify Shell against all claims, suits, 
loss and liability arising out of the operation of any such automotive equipment, 
or out of the performance at the station of any automotive body work or major 
engine repairs, 

7. Security: At Shell’s request, Manager shall furnish Shell satisfactory secu- 
rity for the performance of Manager’s obligations under this Agreement, which 
may include surety bonds covering Manager and any or all of his assistants. 
Shell have had a lien on all equipment, merchandise, and other property owned 
by Manager at the station, to secure the performance of Manager’s obligations 
hereunder ; and in the event of any default by Manager in such performance, 
Shell shall have the right to enforce said lien in the same manner as permitted 
or provided by law for the enforcement of chattel mortgage liens. 

8. Termination: This Agreement and Manager’s employment hereunder shall 
continue until terminated by either Shell or Manager by giving twenty-four (24) 
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hours’ notice to the other at any time. Upon any termination of this Agreement, 
Manager shall immediately account to Shell for all consigned products not pre- 
viously accounted for, as provided in article 2 hereof, and for all of Shell’s equip- 
ment and other property used by Manager at the station during the continuance 
of this Agreement, including the equipment listed in attached Exhibit A, and shall 
pay Shell at current depreciated prices for any of such equipment or property 
which is not on hand at such time. 

9. Entirety—execution: This Agreement is the entire contract, and merges 
or supersedes all other promises, representations, and understandings, with refer- 
ence to or in consideration of the subject matter hereof. Neither this Agree- 
ment nor any amendment or supplement thereto shall be binding on Shell unless 
and until it is signed in Shell’s behalf by a representative duly authorized by its 
Board of Directors, and a copy thereof so signed is delivered to Manager. 

In witness whereof, this Agreement is executed as of the date first herein 
written. 

SHELL Orn, CoMPANY, 
By FRaAnkK Luvvlis, “Shell.” 

Recommended by : 

WILLIAM W. WALSH, Jr., Salesman. 
OLIVER F.. LUEcK, “Manager.” 

Witness to execution by Manager: 

Wma. W. WALsH, Jr. 


COMMISSION MANAGER'S BOND 


Whereas Oliver F, Lueck (herein called “Commission Manager’) is or is 
about to be employed as commission manager for Shell Oil Company (herein 
ealled “Shell”) of its automobile service station located at 8876 Ladue Road, 
in Ladue, Missouri; and 

Whereas Shell has consigned, or will consign, to Commission Manager 
petroleum products for sale at said service station, and Commission Manager 
has received or will receive the proceeds from the sale of such products; 

Now, therefore, Commission Manager does hereby firmly bind himself unto 
Shell in the sum of Dollars ($—) to account for petroleum products 
that may be consigned to him by Shell at said service station and for the 
proceeds that may be received from the sale of such products (less current 
commissions to which he may be entitled), in strict accordance with the terms 
and provisions of any existing or future contract between Shell and Commission 
Manager covering the operation of said service station, and to pay promptly 
and fully all other indebtedness to Shell, whether under such contract or for 
petroleum products or other merchandise purchased by him or on any other 
account. 

This Bond is secured by a under date of between and 
Shell. 

Commission Manager agrees that: 

1. This Bond shall be binding and remain in full force and effect so long 
as Commission Manager continues as commission manager of said service station 
and until he has fully accounted to Shell for all petroleum products consigned 
to him there and for all proceeds received from the sale of products (less 
current commissions to which he may be entitled), and promptly and fully paid 
all other indebtedness to Shell. 

2. This Bond does not limit or prejudice in any way Shell’s right fully to 
enforce any existing or future contract between Shell and Commission Manager 
covering the operation of said service station (including Commission Manager’s 
obligation thereunder to account for petroleum products consigned, and the 
amount of all sales proceeds received therefor, of a value in excess of the 
principal sum of this Bond), or the payment of any indebtedness of Commission 
Manager to Shell. 

3. In the event any sum is at any time due and owing by Commission Manager 
to Shell hereunder, Shell may enforce its rights in or under the aforementioned 
or any substitute security for this Bond, without any obligation or necessity 
of first pursuing or exhausting Shell’s remedies under this Bond. 

4. This Bond shall be binding on the heirs, administrators, and executors 
of Commission Manager and shall insure to the benefit of the successors and 
assigns of Shell. 
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EXHIBIT "A" 


Part of Service Station Manager's Agreement Dated Mm 3B 
ig , for Service Station located at__ @BR6 LADUE BOMB Streets), 
City of LADUE , State of___ ISOUNE (‘Cw 


BUILDING MISCELLANEOUS 
size ie a hee hide 
Construction | BeistecPore.Remesh| Air and water stants | 
Canopy (Yes or No | oe —Sstéi‘i™ésSCSCSCSCIAir, Light and Water Stands 
“Rest Rooms (Number | @  |Air Stands 

LUBRITORIU Alcoho! Tank (Size) 
Number of Stalls Chairs 
Size E sk 
Type of Doors aa Dispenser—Hypoid Gear Lubricant 
Extinguisher-Fire Foamite 
MAKE Extinguisher-Fire — 1-1/2 Qt. 
age Flag Pole 
| 36ReM Floodlights (No.) 
SS (No. 
| @ | geen [Floodlight Poles 
Te Reflectors 
Flusher—Gear 


UNDERGROUND TANK Island Display Cabinets 


QUANTITY Kerosene Tank (Size) 




















Pump island Light Standards 
Sign Standards 


QUANTITY os APACITY Stoo! 
3 Tire Rack 


sie peat 
% Wall Brackets at Pump Globes 
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Serial No. 
Key No. 
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HEATING SYSTEM OR 
Describe Briefly: 
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In witness whereof, Commission Manager has affixed his hand and seal as 
of this 18th day of June, 1954. 
[SEAL] Outver F.. Lueck. 
Witness: 
Wma. D. WALSH, Jr. 


SHELL Or Co. 
This letter is from our field office at 5144 Delmar Boulevard, St. Louis 8, Mo. 
Mr. OLIver F, LUEcCK, 
Ladue, Mo. 

Dear Mr. Lueck: We, in Shell, are proud of the representation we enjoy 
through the stations managed under our commission plan by men such as you. 
We are also proud of the full line of gasolines, motor oils, greases, and specialties 
we are in a position to supply you and of the quality tires, batteries, and 
accessories readily available to you through our arrangements with the Firestone 
and Goodyear companies. 

From time to time, questions have been raised as to the freedom of action 
which service-station dealers and operators generally enjoy in selecting their 
sources of supply for motor oils, greases, tires, batteries and accessories, and we 
feel that this is an opportune time to restate our position on this matter. 

We believe that merchandise must be sold on its quality, reasonableness of 
its price and its public acceptance, rather than by contractual provisions. These 
are the factors which guide us in the distribution of petroleum products under 
the Shell brand and in the selection of the lines of tires, batteries, and accessories 
which we promote. 

Except for the petroleum products which are consigned to you by Shell, you 
purchase and own all other stocks sold at your station and you are not obligated 
to purchase them from or through us. We will continue to solicit your busi- 
ness for each of these items because this is a business in which we are engaged 
and because we feel that they will contribute to your overall success as a service- 
station manager. The extent to which we will enjoy your patronage must depend 
upon your voluntary acceptance of our products line and the service that we 
are able to render. 

Your business which we at all times will solicit will be very much appreciated. 

Yours very truly, 
Frank Lew!s, District Manager. 


Mr. Swarrnout. This will give you a true picture of this type 
operation, and I also will explain to you why this operator was forced 
to cancel himself out and open up another station of major brand 
gasoline. 

These facts that I am going to reveal, I actually saw his records 
that he kept for the Shell Petroleum Corp. and the records that were 
kept by his accountant, because you will notice that these figures are 
drastically reduced. 

Mr. Oliver Lueck started with the Shell Oil Co. in August 1944 
and was forced to leave the Shell Oil Co. on February 8, 1955. 

Mr. Lueck operated this Shell service station at 8876 Ladue Road, 
Ladue, Mo., from August 1944 to January 1954, and during this time 
he operated this station as an individual lease-type operator and 
through long hours and hard work he built up his gallonage from 3,000 
gallons per month to 21,000 gallons per month and in addition he 
also built up a very fine clientele and also rendered all types of other 
services which made it possible in the latter years of his operation to 
realize a salary of $500 per month average. 

In February 1954 the Shell Oil Co. remodeled this station and per- 
suaded Mr. Lueck that a C-type operation would be more profitable 
to him, and he would have less worries and less money invested. 

Mr. Lueck operated this C-type station for a period of 7 months. 
After this station was completed, he moved from the station where 














DISTRIBUTION PROBLEMS 501 


he was, three-quarters of a block up, and back to this station, and 
took up under this new type operation. 

The most astonishing part of this new operation was that under the 
old operation at the old station his average gallonage was 21,000 gal- 
lons per month and his average salary for himself was $500 per month 
and under the new operation of the C-type station his gallonage in- 
creased to an average of 29,000 gallons per month and his salary was 
reduced to an average of $195 per month. 

Mr. Lueck was very fortunate to be in a position to lease a Gulf serv- 
ice station three-quarters of a block east of the Shell location where 
he moved to and at the present time he has maintained his original 
gallonagé of 21,000 gallons per month. 

Gentlemen, I bring this to your attention for one reason—that is, the 
average operator would not be in a position to take his business to an- 
other location and at the same time maintain all of his former cus- 
tomers and I have never been able to understand why the major oil 
companies will deliberately do a thing like this when they have an 
outstanding operator and this is proven because this operator has taken 
all of his former customers to his new location and the old Shell loca- 
tion is pumping about 5,000 gallons per month. 

Fortlons point out to the members of the committee in the follow- 
ing remarks why the major oil companies should be divorced from the 
real-estate business. 

To continue on and explain to you the drastic difference in the salary 
of Mr. Lueck when he was operating as an independent lessee operator 
and also when he was operating under the C-type station: 

Under the C-type operation of the Shell Oil Co., Mr. Lueck was paid 
314 cents per gallon as his commission to pay for all his labor and other 
ineldentals in the operation of his stations, and the lease which I have 
submitted to you is self-explanatory to the degree that they have the 
right to dictate hours of operation, together with the number of em- 
ployees that they demand of each service station. To illustrate to you 
the differential in salaries that Mr. Lueck received for the number of 
hours that he would put in the operation of his service station: 

This is the salaries he had to pay the men. 

1. Under lease-type operation he employed five men and himself, 
and operated from 7 o’clock in the morning until 8 o’clock in the 
evening. 

2. Under the C-type commission operation, he was forced to operate 
from 7 o’clock in the morning until 12 o'clock at night—7 days per 
week—and under these long hours of operation he was forced to em- 
ploy 2 more regular attendants, 

3. The following are the union wage rates in the metropolitan St. 
Louis area : $74.88 for 48 hours per week; an apprentice first 30 days, 
$67.20, after the next 60 days he receives the regular salary of $74.88 
for 48 hours. Carwasher is paid $68.64 for 48 hours. 

His employees, in accordance with the union contract, get 1 week’s 
vacation with pay and are entitled to 2 weeks’ sick leave within 1 year 
at full pay, and the operator has to pay the union $7 per month per 
man for welfare benefits, which is a union policy. 

You can see the differences in its operation. He had five men under 
his old operation. When he went into the lease type, he had to have 
seven men, with the longer hours. 
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That automatically took up the additional money he was given. 
You see under a lease-type station they allow you, as brought out in 
the contract, 314 cents commission, and you have to pay all your operat- 
ing expenses out of it, your salaries, and also under a C-type station 
they pay all the utilities except the telephone bill. They pay the social 
security, and actually the C-type operator becomes an employee of the 
Shell Oil Co. 

That is recognized by the union and the oil companies also admit 
that. 

Mr. Roosrvetr. You mean the oil company actually pays the em- 
ployees within the station ? 

Mr. Swartuout. No; in their arrangement they are cl&ssified as 
employees of the oil company due to the commission station, in selling 
the gasoline for them on a commission, and they do not pay for the 
gasoline until it is sold; that is, the operator. 

When they bill the gasoline to the operator, if he works on 314 
cents a gallon and his price is 25.9, they will take and sell the gaso- 
line to him at 21.4 or 21.5. 

Mr. Roosrvetr. Does the company pay the overhead expense? 

Mr. Swarrnourt. Yes; the rent is free. He doesn’t pay any rent, 
no light, and the water. That is paid by the company. 

Mr. Roosrverr. All reports on taxes and so forth are paid by the 
oil company ¢ 

Mr. Swarrnourt. Oil company. 

Mr. Roosevetr. Not by the lessee? 

Mr. Swarruout. Not by the lessee. He has to furnish all insur- 
ance protection for the employees and the telephone bill and all the 
rest of the incidentals. 

When you stop to figure that out on 314 cents a gallon, with the 
salaries of $74.88, in order to get a man to be honest and have any 
money left in your cash register, however, they have to pay him 
from $85 to $100 a week. That is the pay for a first-class, all-around 
attendant. 

They can’t get a man at these union wages. They have to go above. 
With 29,000 gallons of gasoline, all the profits on the 29,000 gallons 
of gasoline, he was only able to realize $195 a month. 

After 7 months he canceled out. That is the cancellation I sub- 
mitted to you. 

Mr. Roosrverr. You say you cannot understand why the major 
companies would do something like that. You answered the question 
yourself. In the first instance, they are selling more gasoline, 9,000 
a month more. Secondly, you said the normal individual would not 
be able to relocate. So he would be forced to stay in the business on 
that basis. 

Mr. Swartuour. This happened to be an exception to the rule. 
mr Rooseve.t. Haven’t you answered your question as to why they 
do it! 

Mr. Swarruout. Yes, sir. He moved up to the Gulf station, and 
he is on a flat rent of a half cent a gallon during his regular busi- 
ness. That is one out of a thousand. That is why he canceled out, 
because he could go from here on. 

I think the committee will be very much interested in this program. 

I will now explain to you what the Shell Oil Co. will do to operators 
who own their property and only have what the Shell Oil Co., a gaso- 
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line contract for the purchases of their gasoline, oil, grease, and other 
TBA products. 

Exhibit A is a picture of Mack’s Shell service station, 7900 Gravois 
Avenue, St. Louis County, Mo., which has been a Shell service sta- 
tion for the past 20 years, and his gallonage averages 30,000 gallons 
per month; exhibit B is a picture of Gus Berry’s service station, 8631 
Gravois Avenue, St. Louis County, Mo., which has been a Shell 
station for the past 7 years, with a gallonage of 17,000 gallons per 
month; and exhibit C is a picture of a new Shell station under con- 
struction between Mack’s Shell service station at 7900 Gravois Ave- 
nue, and Gus Berry’s Shell service station at 8631 Gravois Avenue. 

Exhibit C is the picture of this new Shell service station and Gus 
Berry’s Shell service station is a retaliation against these two oper- 
ators because they would not adhere to the dominating policies of the 
Shell Oil Co. of longer hours of operation and carrying the complete 
line of Shell’s TBA products. I also want to bring to your attention 
another one of Shell’s coercive practices and exhibit D is a picture of 
the White Front service station, 3401 Watson Road, St. Louis, Mo., 
who has been a Shell dealer for the past 18 years, and the Shell Oil 
Co. are building a new station one block south of the White Front 
service station. Gallonage was 12,000 gallons per month. 

Exhibit E is the picture of the new Shell service station under con- 
struction on the northeast corner of Mardel Avenue and Watson 
Road, St. Louis, Mo., which also is in retaliation, because this operator 
would not adhere to long hours of operation and open on Sunday, and 
carry the complete line of TBA products. 

As the secretary of the association it is my duty to participate in 
the renegotiations of the leases for the members of the association. 

On or about August 10, 1953, I was requested by one of the mem- 
bers of the Associated Petroleum Retailers, Mr. Bernard F. Amrhein, 
doing business as Armhein Tire & Battery Co., 8346 Halls Ferry Road, 
St. Louis, Mo., to discuss his cancellation letter dated July 31, 1953, 
with Mr. L. F. Galletly, district manager of Socony-Vacuum Oil Co. 

I want to offer this photostatic copy of his original as substantiating 
this statement. 

Mr. Roostvert. The committee will accept that. 
(The document referred to follows :) 


Socony-Vacuum Or Co., INc., 
LUBRITE DIVISION, 


St. Louis, Mo., July 31, 1955. 
Mr. BerNaArp F. AMRHEIN, 


Amrhein Tire and Battery Co., St. Louis, Mo. 


Dear Mr. AMRHEIN: On August 3, 1950, a lease agreement was entered into 
between Socony-Vacuum Oil Co., Inc., and Bernard F. Amrhein, 8346 Halls 
fone Road, St. Louis, Mo., covering property more particularly described as 
ollows: 

“Filling station located at 8346 Halls Ferry Road in block 4280 of the city 
of St. Louis, beginning at intersection of north line of North Market Street 
and the east line of Halls Ferry Road, thence east along the north line of North 
Market 54 feet 4% inches, thence north 109 feet 1114 inches to a point 50 feet 
south of the north line of said lot No. 7, thence west 76 feet 314 inches to a point 
in the east line of Halls Ferry Road 58 feet 3 inches south of the northwest 
corner of lot No. 7 thence south along the east line of Halls Ferry Road 112 feet 
4% inches to a point of beginning.” 

The above lease was for a term of 1 year, effective September 3, 1950, and 
expiring on September 2, 1951, and thereafter from year-to-year subject to the 
right of either party to terminate same at the end of the original term or on any 
anniversary date by 30 days’ prior written notice to the other party. 
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This is to advise that we will terminate the above lease on September 2, 
1953, and we will take possession of the property at that time. 

This notice of termination does not mean that we do not want you as a tenant; 
however, we have several matters which we want to discuss with you before 
entering into a new lease. A Socony-Vacuum representative will contact you 
in the near future to discuss these matters. 

Yours very truly, 
L. F. GALLETLY. 

Registered—return receipt requested. 

Mr. SwarrnHout. Our discussion lasted for about 314 hours and 
during this discussion I was emphatically informed by the district 
manager that they had a worksheet of the operation of sales and 
services of every service station that gave them a true picture of what 
the operator was doing and that this worksheet would give them a 
month summary of his profits and in addition the salesman would 
furnish the district manager with a calculated summary of additional 
services and profits that the operator would render to his customers. 

I actually saw these worksheets, Mr. Chairman. 

Mr. Roosrvett. Are you trying to say that is not a proper thing 
for them to do? That would seem to me to be rather a businesslike 
way of doing it. 

Mr. Swartuout. Yes, but after I go further and show you what 
they use that for, to raise their rents from $100 a month to $175, 
you will understand. 

The district manager informed me that they would take from 10 
to 20 percent of the gross profits and this would give them the figure 
for the next monthly rental increase for the new yearly lease. That 
is why rents are always increased and not reduced. 

Why should the oilman come in? This man is leasing this station. 
I will give you a general description of it. It was an old barn with 
a new face put on it, and he can only service customers going in one 
direction. 

To give you an idea of how big it was, it cost him $200 a year to 
heat it with coal. His gallonage was averaging around 9,000 gallons 
a month. 

He was paying $100, and they wanted to raise it another $75. He 
had been there for 18 years. 

I never could understand why they raised the rent. I wanted to 
know the justification for raising the rent $75 a month. I pointed 
out that they had made no improvements. I pointed out that he 
could not increase his gallonage. I asked what the justification was. 

After a heated argument, he brought this out. That it was why I 
mentioned, to my surprise that they would have the nerve to take and 
analyze his service. 

If he had 10 wash jobs lined up, that was $10 profit. If he had 5 
brake jobs that he made $12 on, that was an additional profit. 

He put this on the calculated sheets, and the rental increase for 
the new lease was to be $75 per month, based on the calculations of 
their worksheet for the past year or his sales and services. 

Mr. Roosevett. Isn’t it up to the dealer to show he wasn’t making 
more net profit and argue with the other man that he shouldn’t have 
his rent raised ? 

Mr. Swarrnout. But we cannot do that until I found out about it. 
The remarks from the oil company to me were to this effect: “We 
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have our money invested there, and we are entitled to a percentage of 
this man’s profit on top of the rent that he is paying.” 

Of course, to my way of thinking, that is all wrong. That is one 
of the reasons why the oil company should be divorced from the real- 
estate business. 

Mr. Roosrevett. I may be all wrong, but if a man is making more 
money, or you think you have someway of checking to find out he 
is making more money, you will try to get some of it by raising his 
rent. That seems to Ws art of the free-enterprise system. 

Mr. SwarrnHovur. I understand, Mr. Chairman. 

Mr. Roosevett. If he is not making it, then it is up to him to show 
that he is not making it, and his rent shouldn’t go up. I cannot see 
why the keeping of records as to what the company thinks his profit is, 
and from that asking for more rent, is necessarily a bad practice. I 
am not clear in my mind. 

Mr. Swarruovut. I asked Mr. Lang, the chairman of the St. Louis 
Real Estate Exchange Board, if he knew or had any records of any 
other line of industry where a manufacturer would go in, or a grocer, 
or a chain grocery store, where the unit was built by a bank, and they 
would go in and calculate their profits and increase the rents, in 
addition. They have the risk. 

Mr. Roosevetr. I can give you a thousand contracts that are in exis- 
tence whereby the rentor gets a percentage of the increased sales of 
the at and if that isn’t getting part of his profit, I can’t under- 
stand it. 

Mr. SwartHour. I am not in disagreement with you. 

Mr. Roosevetr. That is standard practice. 

Mr. SwartHout. But in the petroleum business, where a man is 
driven for self-survival to go into motor tuneup, brake work, because 
the margin of profit on his gasoline isn’t there to justify his high 
wages and his high rentals. 

Here is another thing I want to point out. You see, in the St. Louis 
area, and it is a known fact, I can go to any major oil company and 
buy transport loads of gasoline for 17 cents a gallon. That is 6 cents 
tax, and 11 cents for the price of the gasoline. I can sell that any- 
where, at whatever price I want to, but I cannot use the major oil 
company’s name. 

By that same token, the unbranded buy those. I have questioned 
salesmen, jobbers, workers of the big jobers in western Missouri. I am 
sure what I am quoting is true. The Deem Oil Co. buys that at 11 
cents, plus taxes, which is 17 cents. This operator has to pay 21.7 for 
this same gasoline. That is an increase of 4.7 cents. That 4.7 increase 
is for the administration of the real estate division of the oil com- 
panies. That is one. 

_ No. 2 is they are getting a rent on top of that. No.3 is they are mak- 
ing their profits from all the TBA, and everything else they are selling. 

Then another big factor is that according to the Missouri State law, 
they get 3 percent for expansion, contraction, and collection of State 
taxes on gasoline, and in 1951 that amounted to a refund of $850,000. 

That is why I make my statement that the oil companies have a 
nerve to come out and take that profit sheet, when you compare the 
profit on the other side of the fence. 
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He is limited as to what he can do. If he was working on a sales 
rental percentage setup, then he would know, but these operators 
do not. 

Mr. Rooseveur. You wouldn’t ask this committee to consider legis- 
lation to keep them from keeping records ? 

Mr. Swarrnout. No. What I am trying to bring out, Mr. Chair- 
man, is that the Shell Oil Co. has deliberately taken stations that were 
below 8,000 gallons for the consideration of $1, and transferred the 
lease. This is a 2-party deal, where I owned it and you were the Shell 
Oil Co., and I leased it to you, and you in turn leased it to another 
operator for a consideration of $1. 

They transfer the lease from the Shell Oil Co. to the independent 
lessee, and he deals directly with the original owner. This is one par- 
ticular unit I am talking about, if you want later, I can get an affidavit 
from him to substantiate my remarks. I didn’t get it when I came 
here. 

That rent is a cent and a half a gallon on 8,000 gallons, which is 
$120 a month. He pumps 9,000 gallons. The Shell Oil Co., after 
the transfer of this Cua pays him, not a subsidy but a rental of 1 
cent a gallon. 

That brings his rent down to $60. He has to make up that from 
the rest of the line of his wares. So he pays $60 to the owner. 

The Shell Oil Co. has seen fit to take these small units and transfer 
them back to the owner, and the owner, in return, transfers and does 
business with the independent operators, and that has made it very 
profitable, and it is more profitable than it was before, because he 


doesn’t have that worksheet proposition. The rental is one igure. 


The landlord is very glad to have this operator, because he is 
business, which is profitable for him and also for the company. 

You understand, Mr. Chairman, regardless of what kind of agree- 
ment you make in our way of thinking, and in any study of divorce- 
ment, a decree of divorcement, such as we went through in St. Louis 
at one time with the breweries—they had every corner in the city of 
St. Louis tied up, so you or I could not run a corner building as a saloon 
unless you got clearance from the brewery. A decree was issued, 
and now you can go into any brewery from St. Louis and see beer from 
the entire country, which you never saw before. 

It automatically puts them 100 percent independent, and they are 
under no obligation. Why should. a manufacturer of a product go 
out and take and buy up and tie up every corner through leases or 
otherwise? They only have in the metropolitan St. Louis area under 
control and own outright about 18 percent of the stations. The bal- 
ance are on leases. 

Mr. Roosevett. I see your point. 

Mr. Swarrnout. The Phillips Petroleum Co., about a year and a 
half ago, put on a definite drive to force all service-station operators 
to increase their hours of operation from 3 hours to 10 hours, and 
in some cases forced all-night operation. 

The photostatic copy that I will leave with you, and as you will 
notice, it is in the blank because I had to use a lease of one of our 
FEN? and all identification had to be stricken from the surface of 
the lease. 

On January 1, 1955, I received phone calls from all the Phillips 
service-station operators that the Phillips Co. had a new lease which 


oing 
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contained a paragraph stating the hours that they had to operate 
under, which was blank and the operator would write in the hours 
demanded by his salesman. 

This new lease was presented to the operators whose leases started 
to expire after January 1, 1955. 

If the committee will read paragraph 5 of this lease and then read 
paragraph 10, you will see one paragraph contradicts the other, and 
this is another reason w hy divorcement is so badly needed. 

Mr. Roosrvetr. Mr. Swarthout, I am afraid we are going to have 
to adjourn. Two members of the committee, unfortunately, have 5 
o’clock appointments, including myself. 

We want to thank you very much. We will assure you that we will 
very carefully read your material that you have left with us. 

M?. Swarrnovut. In addition, I would like to leave something which 
is mentioned in there. These are pictures that are self-explanatory 
on the back. I would like to leave them. 

Mr. Roosrveur. You can submit those also, Mr. Swarthout. 

Mr. Swarrnour. They are self-explanatory on the Shell Service. 

Mr. Roosrvetr. They will be received for study by the staff. 

(The pictures submitted by Mr. Swarthout may be found in the files 
of the subcommittee. ) 

Mr. Roosevett. Thank you very much, Mr. Swarthout. 

We appreciate your coming and helping us trying to solve our 
problems. 

The committee will stand adjourned until 10 o’clock on Monday 
morning. 

(Whereupon, at 4:45 p. m., the subcommittee stood in recess, to 
reconvene at 10 a. m., Monday, April 25, 1955.) 
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MONDAY, APRIL 25, 1955 


House or REPRESENTATIVES, 
Suscommnirree No. 5 or THE SELEcT COMMITTEE 
To Conpucr A Srupy AND INVESTIGATION OF 
THE PropLeMs OF SMALL BUSINEss, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 445, 
Old House Office Building, Washington, D. C., Hon. James Roose- 
velt (chairman of the pemrermscoat. presiding. 

Present: Representatives Roosevelt, Steed, and Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
iverett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosrvetr. The committee will come to order please. 

The committee will try to hear all five scheduled witnesses in the 
morning session. Our first witness is Mr. James W. Heizer, of Roa- 
noke, Va. 

Mr. Heizer, will you come forward and let me swear you, please, 
sir. 

Will you raise your right hand, please? Do you solemnly swear 
that the testimony that you are about to give before this subcommittee 
shall be the truth, the whole truth and nothing but the truth, so help 
you God ? 

Mr. Herzer. I do. 

Mr. Roosevert. Thank you. 

Yeu go right ahead, Mr. Heizer. 

Mr. Heizer. All right. 


TESTIMONY OF JAMES W. HEIZER, ROANOKE, VA. 


Mr. Heizer. Mr. Chairman and members of the Distribution Sub- 
committee of the House Small Business Committee, my name is James 
W. Heizer. I am executive secretary of the Roanoke Valley Retail 
Gasoline Dealers Association, Inc., from Roanoke, Va. 

I am appreciative of the opportunity to appear before this subcom- 
mittee today to testify upon destructive and oppressive practices by 
aie oil companies in their dealings with service station operators, 
both from personal experience as a dealer for 6 years and con my 


personal investigation of complaints registered with my office in my 
official capacity as executive secretary of our association. 
This I find to be the general situation in the Roanoke Valley: 
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a i pa 
- there is a growing practice among several of the major oil com- 







panies to operate company-owned or commission-retail outlets in a 
rather obvious effort to control retail prices of their independent 


dealers. 


According to best information available, there are now 387 retail 
outlets in the area our association covers. Of this number, approxi- 
mately 180 are conventional service stations which give complete auto- 
motive service. The remainder are grocery stores, beer halls, garages, 
et cetera, who sell gasoline and oil, but cannot be classified as an auto- 


motive service station. 


Of these estimated 180 service stations, there are at present 16 com- 
pany-operated or commission outlets—stations, there are almost 10 
percent. Atlantic Refining Co. has 1 commission outlet ; Shell Oil Co. 
has 4 commission outlets; Sun Oil Co. has 4 company-operated and 2 
commission outlets; and during the past 10 months, Esso Standard Oil 
Co. has converted 1 service station into a company training station and 
has converted 4 retail service stations, previously operated by inde- 


pendent dealers, into commission outlets. 


It has been our experience in the Roanoke Valley marketing area 
that company-operated or commission outlets have invariably under- 
priced their own independent retail dealers in direct competition with 
them. You can readily understand the problem of the independent 
dealer in attempting to obtain a margin of profit which he considers 
equitable and economically sound when his own company is competing 
against him with a lower retail price. It eventually requires him to 
reduce his own price and margin of profit, or to lose some of his busi- 


ness to this competition. 


A local representative of Esso Standard Oil Co. expressed to me 
pain their avowed intention of having at least one strategically 
ocated commission station upon every major highway entering into 


our city. 


Mr. Roosevetr. Mr. Heizer, could I interrupt you there? Could 
you give us the name of the local representative, if you remember it? 
Mr. Heizer. Yes, sir. That was C. P. Lowman. 
I have personal knowledge of one case in which a dealer with a 
strategically located station was asked by the company representative 
to accept a 30-day cancellation clause in his new lease. His old lease 
was to expire in 3 days. Upon rebelling, and asking the purpose of 
such a clause in his lease, he was informed that in the event of another 
price war the company might want to put him on a commission basis 


upon quick notice. 


This dealer flatly refused to accept this clause in his lease, and was 
then told to either sign the new lease within the 3 days remaining be- 


fore his present lease expired or to move out. 


In the furore which followed, the company finally relented and gave 
the dealer his usual 1-year lease—minus the 30-day cancellation clause. 
But had this not been an outstanding dealer for many years with this 


company, and had not many of his fellow dealers 
to the supplying company, the story might have 


e 


otested this action 
en quite different. 


2. Company use of a short-term lease (usually for 1 year) gives the 
company almost unlimited control over independent dealers, particu- 
larly when the lease carries a 30-day or shorter term cancellation 
clause. In conjunction with this should be considered the use of 
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implied threat or intimidation of dealers who are not as competitive 
in their prices as the companies wish them to be. 

Company representatives quite often will refer to lease renewal 
when talking with a dealer about staying open longer hours or meet- 
ing the price of his competitors. i such complaints have been 
called to the attention of my office. Also, two cases where it was im- 
plied to the dealer that his lease rental would be more favorable if he 
was competitive in his pricing practices. 

I know of no case where there has been a direct threat of a lease 
cancellation or of a threat not to renew the dealer’s lease, other than 
the case previously related. The threat or intimidation has always 
been of an implied nature. I, myself, was once casually reminded 
that my lease was up for renewal in a few more weeks, when discussing 
with an Esso Standard Oil Co. representative whether or not I should 
enter into a price war then in progress. Remarks such as these we 
believe to be coercion and intimidation of a dealer in its worst form. 

It is not right that a dealer, with years of hard work and thousands 
of dollars invested, should be placed in a position where he can be 
forced out of business at the whim of his supplying company. 

3. In the Roanoke Valley, many companies zone a marketing area, 
granting price subsidies or allowances to dealers in some zones and 
not in others. and some companies refuse to grant such a subsidy to 
a dealer during a gasoline price war unless he posts a price sign and 
reduces his price to that of his competitors. 

In response to a survey conducted among our association members, 
best information available indicates that companies who now subsidize 
a dealer regardless of sign or pump posting are: 

American Oil Co., Sinclair Oil Co., Atlantic Refining Co., Crown 
Petroleum Corp., and Esso Standard Oil Co, 

Companies who do not give such a subsidy unless a price sign is 
posted and the retail price reduced to that of competitors are: 

Shell Oil Co., Gulf Oil Co., the Texas Co., Pure Oil Co., Sun Oil 
Co., Socony- Vacuum, and Cities Service. 

Even these policies are not always hard and fast policies, and 
occasionally I received conflicting reports. A subsidy is sometimes 
partially granted in a lesser amount or perhaps in full depending upon 
whether the dealer owns his own place, whether he is an old dealer 
with the supplying company, or upon other extenuating factors. 

This is a résumé of the general situation existing in the Roanoke, 
Va., area, gentlemen, according to the best facts and information 
available to my office. And I might add that we have had a con- 
tinuous series of price wars for the past 6 years in our area. 

I shall welcome any questions you may have, and will be happy 
to answer them to the best of my ability. 

Mr. Rooseveur. Thank you very much, Mr. Heizer. 

We would like to ask you a few questions, I think. First, in the 
paragraph in which you detailed the companies that give the price 
subsidies, do the ones that give the price subsidies give them to all the 
people in the area or just to a selected few ? 

Mr. Heer. That will depend, sir. As I point out here, they zone 
a marketing area, many of the companies. An imaginary, undefined 
line is drawn, and the operators within a particular zone will be 


granted a subsidy and those who are beyond that imaginary line are 
not granted a subsidy. 
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Mr. Roosrvett. And I presume that the same practices are carried 
on by all of the companies? 

Mr. Herzer. By almost all of them. Now, as I point out here, 
there are certain companies who now give subsidies regardless of 
whether a sign is posted or whether or not the pump price is cut 
back. The situation has fluctuated considerably over the 6-year period 
of time that we have had bad gas wars down in that section. 

Originally, to begin with, all of the companies zoned marketing 
areas, and you found a situation where quite often a dealer almost 
across the street, shall I say, would not be receiving a subsidy and the 
other man would, which certainly did not seem fair to us. 

Mr. Roosrvett. When you say that you have participated in many 
price wars, would you give the committee your impression as to who 
starts the price wars? How do they start? How do they begin? 

Mr. Hetzer. Well, there are numerous reasons behind it, in my 
personal opinion. One of the big difficulties as I point out here in 
my statement is that only approximately half of the retail outlets in 
our area are conventional service stations. 'The remainder are garages, 
beer halls, grocery stores, et cetera. These people are not in business 
primarily in the gasoline business, and derive their livelihood from it. 
It is simply a side line with them and it is a drawing card. They can 
afford to sell their product at a lower margin because they do not 
depend upon that exclusively for their livelihood. 

Now, that is problem No. 1, which goes back actually to the com- 
panies in that they put in pumps for these grocery stores, garages, 
beer halls, et cetera, and place them in a position where they can 
compete with conventional service station operators. 

Mr. Roosrvetr. Now, is your association advocating that there be 
legislative restraints upon the putting into other than full-time gaso- 
line distribution stations, pumps for the servicing of automobiles? 

Mr. Heizer. Well, it entlialy might help. However, there is now 
a gradual transistion to this by the major oil companies. It appears 
that more and more they are moving toward the conventional service 
station, and many of the companies are attempting to eliminate 
these small accounts that compete with the conventional service sta- 
tion operator. 

Now, that is definitely one problem that we have in the retail busi- 
ness, the competition from these other elements in the market, where 
they are not dependent upon the sale of gasoline and automotive 
products for their livelihood ; it is strictly a sideline. 

Mr. Roosevetr. I think that is the first time we have had that prob- 
lem before the committee. 

Would you care to give us your impression as to the practices of 
these companies that you have enumerated in relation to their TBA 
products? I notice that you have not covered it at all in your state- 
ment. 

Mr. Herzer. That is correct. 

Mr. Roosevert. I wondered if there was a reason for that ommission. 

Mr. Heizer. The company representatives have been right good 
about that in our area. Naturally, they try as much as possible to 
get the operators to carry their TBA line, but they do not bring too 
much pressure in our area against a dealer to require them to carry the 
TBA line. Naturally, they do every thing they can, but they won't 
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come out with direct threats, nor do I know of any instance where 
there may have been a lease cancellation or a direct threat of lease 
cancellation for such purpose. 

Mr. Roosrveur. Mr. Sheehan. 

Mr. Sueenan. Mr. Heizer, in talking of the subsidies, you talked 
about this imaginary line. In your estimation, do the oil companies 
lay out these zones, on any particular basis, such as a major highway 
or a certain area of the city? Is there any pattern evident that you 
have been able to find out ? 

Mr. Hetzer. There does not seem to be too much of a pattern there. 
When the price wars first began in our area, Route 11, the Williamson 
Road area in Roanoke, going north out of the city, had quite a number 
of stations built on it right after the war. It is known in the trade 
as Gasoline Alley. There are close to around 50 stations in a stretch 
of a couple of miles there, and that is where the price wars first started, 
out in that area. There were too many stations put in there for the 
area covered. And originally, in the first gas war, subsidies were 
limited to that area exclusively, and there was a definite pattern. 

However, since that time there has been a gradual transition with 
the companies to give subsidies in other areas, and slowly but surely 
those subsidies have gone on out beyond the city limits into nearby 
towns and in the counties surrounding our marketing area. But they 
still do make the practice of zoning an area, and I might point out 
that our most recent gasoline price war, in February, which lasted 
22 days—during the price war many of the companies did have 
zones. And I definitely know that some dealers were told that unless 
they posted price signs and reduced their retail selling price on the 
pumps, that they would not be given a subsidy. 

Mr. SueeHan. Who starts these price wars all the time? 

Mr. Herzer. Well, as I uaetiaa a little bit ago to the chairman, 
quite often these are started by these grocery stores, garages, and other 
outlets such as that. 

Mr. Sueenan. By the individual station operators? 

Mr. Hetzer. Actually, if you wish to call them station operators. 
It is just a side line with them, you understand. They are not in the 
gasoline business as their primary income. 

Then we run into a great deal of difficulty due to the pricing prac- 
tices of these company-owned or commission outlets. We run into 
a great deal of difficulty there. They state that an operator should 
be competitive not only from price, but he should be competitive to 
the extent of meeting the competition of coupons or trading stamps. 
I know this to be true. I know of instances where the operators have 
been told, “Well, your competitor on the other corner or down the 
street is giving coupons or trading stamps. Therefore, you should 
cut your price a cent a gallon to compete with those premiums.” 

Mr. Surenan. Which is logical? 

Mr. Hetzer. Not for the operator, it isn’t, sir. 

Mr. Sueenan. I know that but, on the other hand, a station operator 
who sells a package of cigarettes for 15 cents with each purchase of 
10 gallons of gas is really cutting his gas 2 cents a gallon for every 
5 gallons purchased. 

Mr. Heizer. That is correct. 

Mr. Sueexan. It is price-cutting one way or another. 
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Mr. Herzer. But there again, you must also realize that the average 
operator knows what margin he must have on his product to be on 
sound economic grounds. And the market is competitive enough that 
the operator will sell at as low a price as he possibly can in competition 
with his fellow dealers. 

Mr. Sueenan. You mentioned in your statement about the 1-year 
lease, and I gather that was a little objectionable from your stand- 
point. Would you hazard a guess as to about what a good lease 
should be? 

Mr. Herzer. It is my belief that either 3-year leases should be offered 
to dealers, to qualified dealers, or they should be given a choice of hav- 
ing a 1-year lease with automatic options of renewal for succeeding 
years, 

Mr. Surenan. I assume that you would be reasonable enough to put 
in proper protection for the company on the basis that they do have to 
operate them efficiently and cleanly, and so forth? 

Mr. Heizer. Yes, I agree with you there. However, once again it 
leaves a loophole for the company. It is very easy for the company 
to come in and say, “Well, you didn’t keep the place clean according to 
the standards that we have set up, and we are going to let you go,” 
because perhaps maybe the man hasn’t reduced his prices and been as 
competitive as they wished him to be. 

Mr. SHeeHan. | was talking in terms of things other than competi- 
tion. Naturally, if he was running a Standard Oil station, they would 
want him to maintain a certain amount of order and cleanliness and, if 
he did not, I assume you would be reasonable enough to know that any- 
one who ran a very disorderly station would reflect on the company 
itself and, therefore, would be subject to either cancellation or to talk- 
ing about it. 

Mr. Hetzer. Well, there again, though, discretion as to whether or 
not the place has been kept properly would be with the company, 
and—— 

Mr. Surenan. It could not be a one-sided contract. I would assume 
that they would have to work in good faith on both sides. 

Mr. Herzer. Yes, sir. It would have to be in good faith, definitely. 

Mr. SHeenAn. That is all I have, Mr. Chairman. 

Mr. Roosevetr. Mr. Arnold? 

Mr. Arnotp. Could you just very briefly explain to the committee 
the type of commission station you have in the Roanoke area. We 
have had testimony of 2 types of commission stations, 1 apparently 
where, under the lease, they recognized the operator as an employee of 
the company. 

There is another type of commission lease where the lease specifically 
says he is not an employee but an independent operator. 

fr. Heizer. The Standard Oil Co. commission agent contract is 
worded in a manner that the commission agent is an employee of the 
company. In the commission contract it stipulates that he is to hire 
sufficient personnel, “sufficient personnel,” of course, to be determined 
by the company; they have the right to set the hours involved; the 
specify that if an employee is not to their choosing, the operator shall 
discharge such employee; it specifies that he is to turn over to the 
company any social security and withholding taxes withheld from 
the agent’s employees’ pay ; that he is also to turn over to the company 
social security and withholding tax on his net profit, based on his 
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profit-and-loss statement at the end of the month; and it definitely 
makes the operator an employee of the company under the terms of the 
contract. 

However, there are other commission contracts in Roanoke which 
put the operator on more of an individual, independent dealership 
basis. 

Mr. Arnoup. We have heard a lot about consignees. Do you have 
any of those? 

Mr. Heizer. Right. And the security under the commission agent’s 
contract is practically nil. It has a 10-day cancellation clause. In a 
case brought to my attention very recently by a commission operator 
for Esso Standard Oil, he told me that a company eer. 
had come around to see him, and he told me that since the company 
was building their new offices directly behind his station, that they 
would take his station over as a company training station, that he 
had two choices, either to take 1 of 2 other Standard stations that 
were available, both of which are known as lemons among the deal- 
ers, or to get out of the business. 

He objected strenuously, and after discussions over a period of a 
few days there, the company representative finally came back and 
told him that they had decided they would let him keep the station 
after all. 

Here you find situations where even the commission agent has 
thousands of dollars invested. The company specifies in his contract 
that if he leaves his business, the company will buy all products 
which he has purchased from that company, at the wholesale price. 
However, here you have the commission agent with thousands of 
dollars invested in equipment and perhaps in some other lines of 
merchandise, and with a 10-day cancellation clause involved, the com- 
mission agent is in a bad spot there, because they give him no assur- 
ance whatsoever of buying these thousands of dollars worth of equip- 
ment and other items off of hiin, and he can lose a great deal of money 
in a very short period of time there if they decide to put him out. 

Mr. Arnoip. With reference to these price wars which you said 
you believed were caused by your grocery retailers, to meet this com- 
petition of the grocery retailers, does the commission station or the 
company-operated station, first reduce its price, or does generally 
the independent lessee reduce his price first ? 

Mr. Heizer. We have found in our area—now, I don’t say that this 
would be the case over the country—but we have found that in our 
area, some small retailer has pumps at a grocery store or garage, et 
cetera, and will reduce his price to get customers ‘n. Immediately 
then the companies who have company owned or commission outlets 
take cognizance of the fact that the price has been reduced, and they 
will immediately move to meet that. There is also a move on the part 
of the companies to compete directly with the independents in our 
market. I have been told by Shell Oil Co. officials that they believe 
that independent marketers should not be allowed a 3-cent differ- 
ential between their price and the retail price of the dealers. 

Mr. Arnoip. The “independents,” referring to off-brand inde- 
pendents ? 

Mr. Heizer. That is right. And Shell Oil Co. officials have told 
me that they feel like 3-cents-a-gallon differential is too great in our 
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market. They have stated that they plan to hold independents to 
only a 2-cent differential. 

Mr. Arnoitp. Would you give the name of those Shell Co. officials? 

Mr. Hetzer. Our local sales representative, I believe his initials 
are D. E. Scarborough; and the State manager for Shell Co., I believe 
his last name is Warren. 

Mr. ArNoLp. Now, with reference to these differences in subsidies 
granted, you say it depends upon certain factors, No. 1 being whether 
the operator owns his own station. If that is a factor, will the sub- 
sidy be greater or less than, let us say, a person who had a 1-year 
lease ? 

Mr. Heizer. For a person who owns his own property ? 

Mr. ARNOLD. Yes. 

Mr. Heizer. Quite often they get more favorable action than just 
a lessee dealer. 

Mr. Arnoup. That is because he is in a stronger bargaining position 
with the company ¢ 

Mr. Heizer. He is in a stronger bargaining position. 

Mr. Arnot. That is all. 

Mr. Roosevetr. Mr. Dalmas? 

Mr. Datmas. No. Thank you. 

Mr. Roosrvetr. Thank you very much, Mr. Heizer. We appreciate 
your being with us. 

Mr. Herzer. Thank you, sir. 

Mr. Roosrvett. Mr. Horace Walker, please. 

May I swear you? Would you raise your right hand, please. Do 
you solemnly swear that the testimony which you are about to give 


before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Waker. I do. 

Mr. Roosrvetr. You may proceed, Mr. Walker. We will try not to 
interrupt you, but if a committee member is not quite clear on some 
of the testimony, we may take the privilege of interrupting you? 

Mr. Waker. I shall be very happy to. 


TESTIMONY OF HORACE WALKER, WASHINGTON, D. C. 


Mr. Waker. Mr. Chairman and members of the committee, my 
name is Horace Walker. I am the executive director of the Metro- 
politan Retail Gasoline Dealers Association of Washington, D. C., in 
whose behalf I appear here today. 

Our members are taken from the approximately 1,100 retail gaso- 
line dealers in the greater Washington market area, which includes 
Maryland and Virginia. 

Our purpose in appearing before this committee is to present an out- 
line of factual evidence prepared from case histories of our dealers 
which will indicate the proposition that some major oil companies are 
and have been engaging in discriminatory practices, thereby cutting 
off the opportunity of smal) independent service-station owners to 
survive. 

Perhaps we should first set forth the economic factors essential to 
the operation of the service station. They are: Qualifications of the 
operator, an equitable long-term lease, a reasonable degree of security, 
the right to sell his products and services at a fair margin of profit, 
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and the opportunity to conduct his business without threats of coercion 
by any major oil company. 

Most important to the service-station business is the opportunity to 
conduct his business without being exposed to price discrimination 
or price fixing directly or indirectly on the part of the supplier. 

We will take these factors in order. 

First, there is no such thing as an equitable long-term lease for the 
average service-station operator. With very few exceptions in our 
area, all independent service-station operators are operating under a 
1-year lease with their supplying company which carries a 30-day 
cancellation clause. In many instances, the retailer also operates 
under a sales contract containing a 10-day cancellation clause. 
Through this ingenious method of real-estate manipulation, the major 
oil company controls the very existence of the operator. It is through 
this ever-present lease domination of the major oil companies, through 
their representative salesmen, carry on their direct or indirect price 
fixing, dictation of operation, lease cancellation coercion, and economic 
strangulation, all of which constantly threatens the stability and 
security of the operator. 

It is not too difficult to see that an established owner, with an in- 
vestment of thousands of dollars’ worth of inventory and customer 
goodwill, is at the daily mercy of the company representative when 
his lease may be canceled in 30 days or his lease is coming up for 
renewal. Nor is it difficult to visualize the almost complete absence 
of any degree of stability or.security on the part of the operator under 
these conditions. 

Let us turn now to the price structure of the service station with re- 
gard to his services and products, particularly his gasoline prices. 
Here again, certain controlling factors must be taken into considera- 
tion. They are: Cost of product, cost of operation, volume of busi- 
ness, efficiency of operation, all of which contribute to the overall 
determination of retail prices. This is true in any business. 

Dominating the gasoline retail price structure is the all-important 
factor of competition which is as it should be, in the public interest 
and in a free and open economy. It is not the self-determined com- 
petition of the neighboring operator who forces the retail prices 
down, many times below cost of operation, but the discrimination on 
the part of the major oil company, through their commission-operated 
stations or by the coercion of an individual operator or by a com- 
pany salesman. 

We have prepared a chart on what the actual wholesale and retail 
price structure of gasoline has been since 1940, based on national 
average figures. These are figures which were prepared by the Texas 
Co. and released by the American Petroleum Institute. And I am 
awfully glad to see that Mr. Steed is here, because I recall about the 
third or fourth witness, this matter came up, but was not clarified, 
in my judgment. 

_ You will note, gentlemen, that the 1940 figure on wholesale gaso- 
line is 9 cents a gallon. The tax was 5.6 cents. The retail margin 
was 3.6 cents, an the retail price to the consuming public was 18.4 
cents. 

Now, if you will drop from that series of prices there, from 1940 
to 1954, you will notice that the wholesale price increased to 16.1 
cents; the tax is 7.4 cents; that tax, incidentally, is Federal and State. 
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The retail margin is increased to 5.8 cents, but the retail price to 
the consumer, 29 cents.. 

If we will do a little subtraction, gentlemen, we will find that this 
is the situation. The increase in the retail price to the consumer in 
that period was 10.6 cents. Now, our concern is what happened to 
that 10.6 cents. It is printed right there for you gentlemen, and the 
retail margin was increased 1.7 cents; the tax increase was 1.8 cents; 
the major oil company’s increase, or the supplier, was 7.1 cents, repre- 
senting 66.7 percent of the 10.6 in the case of the wholesaler. The 
tax increase was 17.6 percent, and the retail margin was 15.1 percent. 

I would like to call your attention to the margin for 1954 for the 
retailer at 5.3, and that is exactly one-tenth of a cent over the 1949 
margin of 5.2. 

After carefully considering these revealing figures, you will wonder 
how it is possible for a gasoline retailer to remain in business in view 
of the staggering increase in the cost. of doing business during this 
same period. There are two answers: Increase in gasoline-sales vol- 
ume in ratio to the increased number of motor vehicles; and, two, 
increase in the volume of services. 

You will also question how it is possible that the retailer realizes 
a national average gain of only 1.7 cents per gallon while the major 
oil company’s gain is 7.2 cents per gallon for the same period. Most 
companies attribute this rise to increased cost of operation, which is 
true. 

Let us then ask this question: Did increased cost of operation apply 
only to the major oil companies and not to the independent retailer? 
Any such supposition would seem absurd 

We submit that this unsound and inequitable condition is the direct 
result of discriminatory marketing practices by some major oil com- 
panies previously referred to and to such other practices we will men- 
tion later. 

What about indirect price fixing and price coercion? Here is a typi- 
cal example of such practices and their effect on the independent gaso- 
line retailer. Traditionally, the Sun Oil Co., because of marketing 
practices, a single grade of gasoline, and per station volume sales, has 
maintained the lowest brand name retail price in our area, generally 1 
cent per gallon under major brands. Early last year the Sun Oil Co. 
dropped their retail prices at their company-owned stations from 28.9 
to 27.9 cents per gallon. Within 48 hours practically every area inde- 
pendent Sun dealer had followed suit. ! 

Several weeks following this development our association received 
a number of complaints from Shell dealers in a certain area to the 
effect that their company salesmen had called upon them and demanded 
that the Shell dealers get their retail prices in line. In fact, the sales- 
men presented specially painted signs quoting a price of 27.8 per gal- 
lon to the dealers and demanded that these signs be posted: The sales- 
men also presented the dealers with the required sign permit obtained 
by the salesman from the municipal government. In most cases lease 
cancellation and intimidation entered into the demands of the Shell 
representatives. 

Our association made an exhaustive survey to determine the facts. 
We then presented these facts to the proper Shell Co. official—inciden- 
tally, Mr. Russell Chase, the district manager—with a request that 
these price fixing and coercive tactics be discontinued. Despite our 
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efforts the identical practices were continued and expanded throughout 
our entire market area. In fact, the company even went further and 
directed their salesmen to force a number of Shell retailers into signing 
a letter requesting the company to furnish the reduced price sign. ‘This 
was a bald-faced attempt to circumvent price-fixing entanglements. 

These statements, gentlemen, are not just figments of our imagina- 
tion, but are specific instances of discrimination, which can be substan- 
tiated by the dealers involved. 

lf this committee desires, we shall furnish the names and addresses 
of a number of dealers who, on direct testimony, will corroborate the 
above statements. 

Mr. Rooseverr. Mr. Walker, could I interrupt you there, and say 
that the committee would like to have that. We do not necessarily 
need the direct testimony, but we would like to have sworn state- 
ments—— 

Mr. Waker. I shall be very happy to get them, sir. 

Mr. Roosrvetr. From at least a number, to corroborate that. 

Mr. Waker. In fact, we have them in our files, but they are not 
sworn to, and I will get them and present them to the committee. 

Mr. Rooseveitr. Thank you. 

Mr. Waker. Now we come to the principal example of major oil 
company discrimination against independent service-station operators 
by the establishment of commission stations in our area. 

A commission station is a retail gasoline station operated and con- 
trolled by a major oil company who establishes the hours of operation, 
the number of employees, invéntory of tires, batteries, and accessories, 
and the prices charged for all products. The manager is paid from 3 
to 4 cents per gallon on commission on all gasoline sold plus a commis- 
sion on lubricating oils. The commission-station manager usually op- 
erates under a 10-day notice agreement. In some cases he even works 
on a 24-hour agreement. For a typical example, Mr. Nat Hauser has 
been the independent operator of Nat Hauser’s Esso station in nearby 
Maryland for about 7 years. He is a highly respected citizen of his 
community and considered an exceptionally qualified service-station 
operator. 

On June 4, 1954, Mr. Nat Hauser wrote the following letter to 
the association, and I would like to read this letter: 

Dear Hap: Please canéel all insurance at this station. Esso finally clamped 


on me, gave me notice to move out by the 30th of June. Will let you know 
more later. 


Sincerely, 
NAT. 

We have, Mr. Chairman, a rather lengthy chronological brief on 
this entire development, including steps taken by our association, but 
in the interest of brevity, we should like to submit this brief as evi- 
dence together with our testimony. 

We should like very much, Mr. Chairman, however, to summarize 
the case, and here are photostatic copies. I am sorry I have only 
one copy, but I will get more if you like. 

Mr. Rooseveitt. Thank you. The committee will accept it and 
mark it as an exhibit. # 

(The brief will be found in the files of the subcommittee. ) 

Mr. Wacker. Mr. Hauser had on a number of occasions prior to 
his lease cancellation been subjected to continuous coercive methods 
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by his salesman—Mr. Paul O’Day is the name of the salesman— 
including reference to this posted pump price being too high, a some- 
what inconsistent rent adjustment, which never materialized, the 
demand that he carry certain company products and maintain cer- 
tain prices, the delivery of company products without Mr. Hauser’s 
authority, difficulty in securing much-needed building repairs, and 
the nonpayment of a 7-percent commission on a quantity of anti- 
freeze which Mr. Hauser had sold. In the latter the salesman au- 
thorized this commission. Later the Baltimore office of Esso refuted 
the authorization which had been made by the salesman. However, 
after our association entered into the case, the commission was paid. 

On June 10, Mr. Hauser voluntarily called upon the association 
and made a full and complete report on the developments in the 
presence of three witnesses. And that testimony is in the record, sir. 

Following this conference, I endeavored to get an appointment 
with the Esso district manager, Mr. C. E. Heim, but was unable to 
contact him for several days. By this time, Mr. Hauser had in- 
formed the company salesman that he had taken the matter directly 
up with the association and that the salesman had in turn notified 
the district manager. 

In a telephone conversation with the district manager, Mr. Heim, 
on June 12, the district manager refused to discuss with me Mr. 
Hauser’s lease which, of course, was his privilege. But he did say 
that the reason the lease was terminated was because Mr. Hauser 
had been giving the company considerable trouble for about a year. 
It was not until July 1 that IT had the conference with the district 
manager which had been requested on June 12. Meanwhile our 
board of directors had studied this entire matter and directed that the 
matter be placed in the hands of the chairman of the board of the 
Esso Standard Oil Co. of New Jersey. Our letters and the replies 
thereto, which, incidentally, gentleman, accomplished nothing, are 
contained in the brief. 

On June 22, 3 weeks after Mr. Hauser’s lease had been canceled, 
the Esso district manager called Mr. Hauser in, explained the condi- 
tions of the commission station, and offered Mr. Hauser the station 
on that. basis—this, despite the statement of the district manager, 
“That the company had been having considerable difficulty with Mr. 
Hauser over the past year, which was sufficient reason for the cancel- 
lation of the lease.” 

Simply stated, here is the case in a nutshell. Mr. Hauser would 
not agree to the discriminatory and coercive tactics of his company 
salesman. Despite his years of service and considerable investment, 
his lease was canceled outright. He then presented his case before 
the association and when it became known that we would exert every 
effort to protect his interest, Mr. Hauser was offered the station on a 
commission basis. 

This case establishes a definite pattern of discrimination which a 
major oil company resorted to in order to control area retail prices. 
Far more reaching was the economic effect on our area retailers. 

On June 30 the average retail price of gasoline in the area of 
Mr. Nat. Hauser’s station, with 1 exception, was 29.9 for regular and 
32.9 per gallon for premium gas, including Mr. Hauser’s station. 
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On July 1 the company posted—this is when it went commission— 
a retail price sign of 27.9 per gallon for regular and 30.9 per gallon 
for premium, 2 cents per gallon under the area average price. 

This same day the large Esso Co. operated service station in down- 
town Washington posted 29.1 for regular and 32 per gallon for 
premium. 

On July 7, some 50 retailers representing all brands held a meeting 
in College Park, Md., at which time they expressed their bewilder- 
ment and indignation at the turn of events. They unanimously urged 
the association to take every possible action to seek relief from the 
oil companies. 

We carried out that mandate to no avail, and as our brief filed with 
this committee will show. Asa matter of fact, despite several assur- 
ances to the contrary, by company officials, there are now six Esso 
Standard stations operating in our marketing area all of which have 
followed the initial station marketing practices of discriminatory 
price cutting. In fact, following the establishment of the Hauser 
commission station a group of dealers—Esso dealers, this is—called 
upon the division manager, Mr. McLeod, in Baltimore, to express 
their strenuous objections to the development. Mr. McLeod informed 
that delegation that the Hauser commission station would not neces- 
sarily become an area pattern, but that the commission station would 
be retained as a “tool,” whenever needed. We submit, gentlemen, that 
Mr. McLeod has used that tool. 

We have here today, Mr. Chairman, several service station operators 
who desire to make brief statements in substantiation of my statement 
of discriminatory practices, and several witnesses who desire to present 
testimony on several other aspects of these deplorable marketing 
methods, which we believe constitute a conspiracy to deprive the small 
retail dealer of his rights and privileges guaranteed under our 
Constitution. 

In conclusion, we would like to make certain observations. First, 
what is the contributing cause to the fact that there is an annual turn- 
over of over 3314 percent of independent retail gasoline dealers? 
That, gentlemen, is approximately 66,000 independent gasoline station 
dealers a year. 

We submit that the aforementioned predatory marketing practices, 
among others, make it impossible for many operators to realize a fair 
and equitable return for their labor and investment, or even enjoy 
the slightest degree of stability or security. 

As to those who are wholly unqualified in the first place, this again 
is the oil company’s responsibility. 

Here is a glaring example of the vast difference between the margin 

of profit the major oil company expects the independent operator to 
survive on in 1954 as shown in the chart, an average of 5.3 per gallon, 
and the prices at which these very same companies bid last year for 
service stations on the New York throughway. Those bids ranged 
from 6.9 cents per gallon to 8 cents per gallon in addition to other 
percentage allowances. The average price was 7.42 per gallon. 
_ As small-business men, what can we hope to accomplish by present- 
ing these appalling facts to this committee? We have dwelled only on 
specific cases of discriminatory practice which, when fully explored, 
will prove to be more universal than the exception. 
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We suggest, gentlemen, after a careful study of all the testimony 
given before this committee—and it has been voluminous, that the 
urgency of remedial measures will be evident. We suggest further 
that the committee call upon the Federal Trade Commission and the 
Department of Justice antitrust division to make a full-scale investiga- 
tion of the discriminatory practices, and that these agencies be re- 
quired to exercise their responsibilities under the law to bring about 
a discontinuance of these marketing methods which threaten the 
collapse of our free economy system—either this be done, Mr. Chair- 
rman, or monopoly and discrimination will stifle the rights of the small- 
business man, and the public would no longer be the watchword of our 
business way of life. 

Thank you very much for this rather lengthy statement. It was 
prepared before we started. 

Mr. Roosevett. Thank you, Mr. Walker. I think you made a very 
full and informative statement. 

I have just a few questions, and I am sure my colleagues will, also. 

Beginning on page 1, of the 1,100 retail gasoline dealers in the 
greater Washington marketing area, does that include the same kind 
of dealer that the previous witness, Mr. Heizer, discussed? In other 
words, the dealer who is selling gasoline as sort of a byline to his 
grocery store ? 

Mr. Waker. We call them “pine boards,” Mr. Chairman, and we 
don’t have any of those. They have to be independent retail gasoline 
dealers as such. That is our stipulation of our constitution and by- 
laws for membership. 

Mr. Roosevett. I see. 

Mr. Waker. We have very little of that here in this metropolitan 
area, as you could understand. 

Mr. Rooseveitr. Yes. From personal observation I have not seen 
too many of them. 

Mr. Waker. Most of you gentlemen know that. 

I might say, Mr. Steed, that chart on page 3, does that give you the 
complete picture? I recall about the first day that there was some 
considerable testimony, and it was not very weil baritie’. 

I hope that is helpful. 

Mr. Streep. I would call your attention to the fact that by checking 
the dates per year, it becomes evident that most of the price hiking 
especially at the wholesale level, started after the ending of OPA and 
OPS. 

Mr. Waker. That is correct. I believe that was the first since 
1949. And you must realize that we have no quarrel with these in- 
creases. They certainly are substantiated. Asa matter of fact, gaso- 
l'ne products as such are far below the increase of the normal products 
and services increases which we have had in the last 10 to 12 years, far 
below them. 


Mr. Sreep. There has also been a marked improvement in the 
quality of the product. 

Mr. Waker. There is no question about that, sir, the millions and 
millions of dollars that have been expended in research and the in- 
creasing of the caliber of the gasoline and the efficiency of its opera- 
tion. We use the terminology now which I think applies that 2 gal- 
lons does the job that 3 did heretofore . 
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Mr. Roosrvetr. Mr. Walker, over on page 7, when the company man 
made the statement that Mr. Hauser had been giving the company con- 
siderable trouble for about a year, did he detail the trouble in any 
respect. 

Mr. Waker. No, he did not. We had at that time the statement 
of Mr. Hauser, which is the testimony there, Mr. Chairman, with 
respect to the instances that have happened prior to his receiving the 
cancellation of his lease. It was on the direction of the president— 
and Mr. Hauser was in the office at that time, along with our at- 
torney—that I attempted to get an appointment with the then district 
manager, who has been replaced, incidentally, by Mr. Heim. I did 
not reach him that day. I reached him 4 or 5 days tlater. He was out 
of town. It happened to be on a weekend, and he did not discuss these 
matters with me at that time. He just refused to discuss the lease, 
and I told him we were not concerned with discussing the lease be- 
cause it was not our prerogative to do so. We were concerned with 
the instances leading up to it and the pattern which, incidentally, was 
our first in this area. We had never had commission stations in this 
area until that time. 

Mr. Roosevetr. On page 9, you make the statement that, “As to 
those who are wholly unqualified in the first place, this again ‘is the 
oil company’s responsibility.” I think I know what you mean. But I 
think we must peint out that where a man is placed in charge of a 
station, if he turns out to be unqualified, there must be some protection. 
In other words, the contract must be a two-way contract. 

Mr. Wacker. That is right. 

Mr. Roosgvett. I think you will agree with that. 

Mr. Wauxer. That is right. 

You have this problem of discrimination, or the transition, as it 
were, in a marketing area, for instance, ours. Now, it is true, that, as 
our area has developed—and you gentlemen know that it has, tre- 
mendouously, out—we must build service stations and the major oil 
companies do see that service stations are built there to take care of 
those people, as they rightfully should be. 

Now, at the same time, the downtown, or the more or less economic 
has-been station still continues on, and someone goes in there to do 
that job, and he is not qualified, or it may very well be that the man is 
not qualified because there is a tremendous dearth, as has been pre- 
sented to this committee, a tremendous dearth of qualified men to take 
care of this expanded building program, sir. And that is the problem. 

Now, if we would either do one of two things, either cut back on the 
expanded building program, as new stations are built to take care of a 
new area adequately, then cut out these economic has-beens, which are 
carried ont just because they might be the outlet for 3,000, 4,000, or 
5,000 gallons of gasoline a month, which have to be operated by some- 
body, incidentally, and on an independent basis, then if we had that 
situation I think the supply and demand would come up to it. 

And, of course, you cannot escape the fact that the businessman 
today, the small-business man today, has a great deal of information 
and facts at his command before he goes into this business, and when 
he runs up again a stone wall of how long these people can be on this 
job, only 1 year in most cases, he realizes that after all he has got to 
sink a certain amount of money into this; he couldn’t go to a bank 
and get credit on a 1-year lease, as you very well know. If you have 
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a lease and you want to expand for capital gains and improvement 
of equipment, and so forth, and you don’t have the money, gentle- 
men, you walk into a bank and ask for a $500 loan, they will turn 
you down. 

“What is the lease situation with you?” 

“T have a 1-year lease.” 

That is our problem. And at the same time the major oil companies 
have a tremendous responsibility there, because they have these places 
on a 10-, 15-, or 20-year lease, and they must operate them. So it is 
an economic problem with them. 

Mr. Roosrvett. Now, Mr. Walker, on page 10—and this as far 
as I am concerned, is the $64 question—it would seem to me that 
you have urged this committee that the remedial measures be taken 
should largely be our ability to procure from the executive branch 
of the Government, the Department of Justice, and the Federal Trade 
Commission, the proper kind of action to enforce existing law, inti- 
mating that there is no necessity for additional legislation, that the 
laws on the books today are adequate if enforced. Is that your 
feeling? 

Mr. Wacker. That is not. The request on the part of this com- 
mittee, which is their prerogative, to these Government agencies merely 
will stimulate and initiate. But as you very well know, in the case 
of the Federal Trade Commission they are stymied with the Standard 
of Detroit case, in which the defendants, being the major oil company, 
may come in and, on the basis of the Supreme Court ruling, sir, put 
in the defense of good faith, cutting their prices in good faith to 
meet competition, and that is the end of it as far as the Federal Trade 
Commission is concerned. 

The Congress has before it now a very well thought out and very 
finely defined, extremely well finely defined, bill, called the equality- 
of-opportunity bill, S. 1103, I believe it is. 

Mr. Roosevetr. S. 11. 

Mr. Waker. S. 11, yes, sir; and the House bill as well. Now, 
it would seem to me after a careful study of that, Mr. Roosevelt, that 
that will stop that gap. I am not so sure that the hundreds and 
hundreds of claims which have come before the Federal Trade Com- 
mission, and I have been up personally to talk with Mr. Secrest, the 
newly appointed member of the Commission, and he has told me point- 
blank, along with three other gentlemen, that these claims come in 
to them, that there is nothing that they can do, that there is no use 
in starting them, when, when it gets to their legal department, they 
go back to the Staley case or the Detroit Standard case. 

Now, there is your problem. I don’t say that there are many in- 
stances when the major oil company may in good faith not go in and 
reduce their price to meet competition. But I say, sir, that if that 
is a blanket situation, which they don’t have to prove, it could be 
used to any extent, and I think that it is very obvious to this com- 
mittee, based on the testimony that you have heard from all parts 
of the country, that that is exactly ilies has happened, sir. 

Mr. Roosrvert. Would you go so far as to advocate that companies 
be required to justify changes in prices before a Government regulat- 
ing body, such as the ICC, with the railroads? . 

Mr. Waker. No, sir. I think that we are all in agreement, and 
I think the spirit and intent of the Congress over the years, whether 
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it has been exemplified or not, and certainly more so today, is, “Get 
the Government out of business and keep it out of private business.” 
And that is exactly the way we feel. It is not necessary to go before 
the regulatory body. There are some extenuating circumstances. 
For instance, if a company makes, let us say, a reduced price, it should 
be at a district level rather than what has been submitted to you 
gentlemen in testimony at individual levels. That would be a good, 
sound basis. 

You see, when you have these nonconelusive or nonspecific areas 
or climates, and again we are not condemning or we are certainly not 
trying to point the finger of shame or accusation at all major oil 
companies, and in some cases, sir, it is not the oil companies them- 
selves, in the specific case of a salesman who gets a little bit over- 
zealous in an attempt to finish up his quota, as you know, and so forth 
and so on. 

However, again, it comes back to the responsibility of the oil 


company 

Mr. Roosrvett. Would you be opposed to legislation which would 
give to the Federal Trade Commission the authority to supervise the 
imposition of such areas and to have perhaps more direct control 
over the authority to give subsidies within marked areas, and matters 
of that kind ? 

Mr. Waker. Well, then we go to a degree, Mr. Chairman, as to 
control. Now, what you are saying is, Do we believe that the legis- 
lation should be brought up in which it specifically lays out points 
1, 2, 3, 4, action points 1, 2, 3,4. 

I don’t think that that is necessary, sir. I think what we have to 
do is find the problems. Now, we know this, and it is rightfully so. 
We have to have big business, and we should have big business, and 
we do have big business, and we are a part of, in a way, together, part 
of big business. 

Where you have them, you have a tremendous, large legal staff that 
are constantly looking and probing for these points, these weak 
points, and they find them, and this it is. Now, why is it, sir, that 
this commission-type of thing, in which the question that you put 
very well the other day to one of the witnesses—“Is this gasoline 
consigned to you? Does the company own it until it is sold?” 

That is true, sir. Now, maybe that is it. You recall whether or 
not that is an escape or that type of approach might be an escape 
from the chain-store tax or the actual blanket accusation of monopo- 
listic programs. I donot know. But it happened and it is happening, 
sir, all over, as parts of a pattern. 

I think that the important thing in my judgment—I have seen these 
things and I have been here in Washington for some time, not working 
too closely with these laws—-but I do believe that the point that was 
brought out in the Standard of Detroit case and the testimony that was 
brought out so very well by, I think, Mr. John W. Nerlinger, who 
testified on that particular point—I believe the two factors that we 
have before us in legislation today are the equality of opportunity and 
the anti-Government competitive business bill which, of course, you 
gentlemen know a bit about. ef 

If the authority is given in law in point to the Federal Trade Com- 
mission by you gentlemen and they have the law to do it, which offsets 
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the Supreme Court ruling, in the case of Staley, I believe that they 
could do it then. What we want, actually, is that we can come to 
some person, preferably our own Standard Oil or Shell Oil or whoever 
they happen to be, officials. But there again it is a matter of the 
bigness of the echelons between whom we can get. We should not 
under any circumstances, if possible, bypass the district or division 
managers here. We should be able to lay our problems on their desk 
and work them out. 

Unfortunately, that can’t be done. Those orders come down through 
the chain of command, sir, and they are either carried or something 
happens to the management first. But there is our problem. But we 
should have, sir, some agency to go to in the final analysis, where we 
can present a simple claim—it does not have to big, but it is definitely 
unethical, illegal, and out of proportion to all types of business which 
we are operating—and get some action. 

Mr. Roosrvetr. You raise some interesting problems. 

Mr. Waker. They are problems. This 1s not an easy matter, Mr. 
Chairman. 

Mr. Roosrvetr. I am glad you said that 

Mr. Waker. It is not. 

Mr. Roosrvetr (continuing). Because where you say in your state- 
ment what you hope from this committee, I hope you realize that this 
committee has a tremendous problem ahead of it. 

Mr. Wavxker. You have a tremendous problem just in analyzing the 
various aspects that have been brought before you, sir. We hope that 
we have contributed something to the clarity of it, and an unbiased 
statement of fact to help. 

Mr. Roosevetr. You have, Mr. Walker. We appreciate it. 

Mr. Steed, do you have any questions? 

Mr. Streep. Mr. Walker, you made one interesting point that I had 
not heard brought up before in this matter of credit with the station 
operator. You say that for the 1-year lease there is no such thing 
as banking credit ? 

Mr. Wacker. No, sir. 

Mr. Sreep. In the normal sense. 

Mr. Warxer. No, sir. 

Mr. Sreep. Are you in position to give us any information as to 
what type of credit the oil companies themselves might give a station 
operator to offset this lack of credit that he has a business at his own 
bank ? 

Mr. Waker. Yes, sir, I can give you that, sir. I have with me 
photostats of a typical case of the installation of an independent oper- 
ator and the signed receipt for the necessary opening of that station 
with respect to lifts and tanks and pumps and air compressors, et 
cetera. 

Now, when the man goes into business, as a general rule, he needs 
certain equipment. He certainly needs certain inventory to open, 
that will start him in. He gets started and he finds out that that is 
generally furnished by the company, and he pays for it, or it is on 
consignment to him, or he does not have the money, and the company 
loans him the money, and they make an arrangement whereby he pays 
that original capital gain, as it were, out, back into the company. 

However, as you gentlemen know, the man goes along for 6 or 8 
rmonths, and he discovers, well, now, there is a lot of business that I 
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am missing like wheel balancing, for instance, or it might be front 
end assembly work that he finds that he can service. I do not know 
why it is, gentlemen, but we have escaped from what is the general 
opinion of a service-station operator. We are no longer blacksmiths. 
By the same token, we are not what the average motorist thinks we 
are, all things to all people. 

You can appreciate the difference between the automobile of today 
and only 2 years ago, with: respect to the mechanism and the auto- 
matic things that this service station is supposed to know about. So 
what happens? After studying his picture, sir, he realizes that, if 
I put this bear, this front-end construction machine in, I will at- 
tract more customers, and I will be able to do a better job. 

Let us say the bear machine costs $300 or $400, for the sake of 
argument. He does not have that much money, because his original 
investment of his own, as has been testified by most of these gentlemen, 
is very close to the belt, or he does not have it at all. And he is in 
there on consignment, or the company has loaned him the equipment 
and he is paying it back. So he is tight and he does not have a chance 
to build a normal plow-back, as Mr. Sheehan has so many times re- 
ferred to it, that normally goes into a business. 

So here he is. And he wants to get this thing. He does not have 
the money. It is not coming out of the woods. He cannot go down 
to any bank and borrow $500 in the District of Columbia, in metropoli- 
tan Washington, without their subjecting him to this statement, “What 
is the inventory you have for security? What is the length of your 
lease ?” 

That is our problem, sir, in many, many cases, in the kind of equip- 
ment necessary to take care of the new, as it were, or the developments 
in motorcar operations that are minor from the standpoint of service 
that we should do, if you want them. 

Does that answer your question, sir? 

Mr. Streep. Yes. 

Mr. Roosrvett. Mr. Sheehan, do you have some questions ? 

Mr. Sueenan. I think you made a very fine presentation here. I 
can only say that perhaps we should have had you on first so that you 
could have given us a much better background as we have gone along. 
It seems to me from your testimony that you are placing the greatest 
stress possible on the least domination by the major oil companies. 

Mr. Waker. That is right. 

Mr. SHepHan. It would seem to me from seeing your testimony, 
hearing it and reading it, if something could be done on the base to 
make it a more equitable proposition, that would resolve most of your 
problems. Am I right in that? 
Mr. Waker. It would resolve it, Mr. Sheehan. I have heard you 


speak of this so many times—it would resolve a large percentage of 
that problem. 


Mr. SuHeenan. It would solve it? 
Mr. Waker. Yes. 
Mr. Surenan. You mentioned also that you think a long-term lease 


is one of the essential economic factors for the proper operation of a 
station. 


Mr. Waker. Yes, sir. 


a SHEEHAN. What would you consider an equitable long-term 
ease 
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Mr. Waker. I would consider that if an operator goes into a serv-- 
ice station on a completely independent business, on that basis, and at 
the end of 1 year he was called in with his records before a small 
group of 2 or 3 people, and his whole year’s activity and his records 
were examined and reviewed and provided they meet the qualifica- 
tions that were set up, by not only the major oil companies but a 
representative of the industry, of our retailing industry 

Mr. Sueewan. A sort of an arbitration board ? 

Mr. Waker. Yes, sir. Then having met those qualifications, I be- 
lieve that it would be a fine thing that they ecu have a policy of 
seeing the qualifications first and his records, and his business acumen, 
and his actual experience, and he very well then could be given, say, 
3 years with a 5-year option or to reverse it, but then you have to 
give them, on the other hand—this is not a one-way street; it is a 
two-way street—we have that man that goes along, and at the end 
of the second or third year, after he has this 5-year lease, let us 
say, say to that man—all of a sudden it goes blooey—he had a 
$7,500 credit last year, but today not a dime, but in fact, he owes 
$3,000 or $4,000. Why? Obviously too close to the racetrack or 
John Barleycorn got him, or he is spending too much time around 
seeking entertainment, as it were, if I may say so, instead of being 
on the job, which is possible. What is the protection for the major 
oil company? They are entitled to it. 

I do think that you can see woven through the web of this testi- 
mony that you have had how we have a situation where a major 
oil company’s salesman is the man who calls on this retailer with 
a new product, new prices, promotional material, suggests, and looks 
at his inventory, and takes orders. That is one responsibility. 
Coupled to that, sir, is the responsibility he also approves the man’s 
renewal of his lease, and at what price. He also approves what 
maintenance or repairs or modernization that man gets. He also 
selects and approves and passes on to his superior a location for a 
new site. 

But do you not see that the two, Dr. Jekyll and Mr. Hyde, as the 
case might be, could very well, and according to the testimony 
presented, and to our personal experience, sir, that position has been 
used. 

Mr. SHeenan. You talked also of the commission type of station. 
This is for my own particular information. When a new recruit is 
brought into the service-station field by the oil companies, do they 
have any predetermined training program, or do they just put him 
right in the station? I am talking about the Washington area. 

Mr. Wavxer. Esso Standard has a training center. 

Mr. SHeenan. They would not put a man into the station without 
proper training? 

Mr. Wa xer. They try to train as many people as they can, and 
to develop them to the point where they are qualified and they have 
the financial sepeonallillits to go in. Many times that is not true. 
You see again, we go back to this business of the expansion of our 
building program and retaining, as it were, these economic has-beens, 
all of which have to be operated, and they have to be manned. 

Mr. Surenan. In other words, they will put a man into a station 
if he has sufficient capital regardless of his training? 

Mr. Watxer. Yes. 
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Mr. Sueenan. That is all. 

Mr. Roosrvevr. Mr. Arnold. 

Mr. Arnoxp. I have one question. In this problem of being sure 
that we have a two-way street in the contract, do you think a possible 
solution might be to provide that the supplying company, in the event 
that it wanted to terminate a lease, or wanted to refuse to renew a 
term, would it be possible to provide that they must go to a court, 
either State or Federal, or perhaps an administrative agency, and show 
cause before that tribunal why they should be allowed to cancel out 
the lease? That would take it out of the hands of the discretion 
of both the oil company and also the discretion of the retail operator. 

Mr. Wavxer. There again, Mr. Arnold, I believe that some form 
of that—again we are trying to arrive at a conclusion, or we are try- 
ing to help arrive at a conclusion, as it may—I believe that if we go 
into that situation we might very well run into a controlling situation 
if it was not tied in with the other operations, because we must main- 
tain the freedom of economy and the competitive status that we have, 
but at the same time, that might be the one factor that, as Mr. Shee- 
han has pointed out here, if we could set up some minimums, or some 
way that it could be handled—here is the point that Mr. Sheehan 
has brought up so many times—if this is true, and it is evidently true 
in so many cases, why is it that you fellows go into that business? I 
think you asked the same question, Mr. Chairman. 

One, they do not know. Two, I submit that the man who invested 
$2,000 or $3,000 which he borrowed or scraped together, to him it looks 
like $50,000 or $60,000 or $100,000 or more, and he is just as proud of 
saying to himself, “I will stay with this thing and try to beat it,” until 
he does not have any more resistance. 

I got away from your question. Did I answer it? 

Mr. ArNow. Yes. 

Mr. Roosrevetr. Well, Mr. Walker, I am sure that I express the 
thought of all of the members of the committee that we are very grate- 
ful to you for your very fine statement. 

We will next call Mr. Costello. 

Will you raise your right hand, please. Do you solemnly swear 
that the testimony you are about to give before this subcomittee will 
be the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mr. CosTe.xo. Yes. 


TESTIMONY OF JOHN S. COSTELLO, PRESIDENT, METROPOLITAN 
RETAIL GASOLINE DEALERS’ ASSOCIATION, WASHINGTON, D. C. 


Mr. Costet1o. Mr. Chairman and members of the committee, at the 
outside I want to say that I am not going to discuss leases or com- 
mission stations. I will get into another field. 

My name is John S. Costello. I am president of the Metropolitan 
Retail Gasoline Dealers’ Association a with my partner, Ed Duvall, 
have operated 2 service stations in metropolitan Washington for 8 
years. Our present investment is approximately $15,000. 

I should like to substantiate the testimony presented by Horace 
Walker, executive director of our association, and also to present to 
this committee a brief outline of additional discriminatory practices 
which major oil companies have carried on for many years. 
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I refer to post exchange service stations of which there are 10 in 
metropolitan Washington. These service stations secure their petro- 
leum products from a major oil supplying company and are conserva- 
tively doing an estimated annual gross business of $7,250,000 in gaso- 
line, tires, batteries, accessories, and services, based on available 
State-tax-paid figures. These products are not to be confused with 
automotive products purchased for Government use only. Post ex- 
change stations purchase their gasoline from 1384 to 214 cents per 
gallon under the going wholesale price to private retailers and retail 
gasoline from 214 to 5 cents per gallon under the average area retail 
price. These service stations employ approximately 100 employees 
and have a total Government investment of approximately $150,000, 
estimated to be approximately 60 percent of the value of the same 
installations under private enterprise. 

State and Federal taxes on all gasoline sales are fully paid, the 
latter under authorization of congressional action of June 16, 1936. 
However, there are considerable tax losses in State sales tax, State 
and local business taxes and licenses, and State and Federal business 
income taxes, 

Further, it is an established fact that 1 major oil company made 
available to 3 post exchange service stations in this area their archi- 
tectural planning and engineering staffs, at no charge, for the purpose 
of building these new service stations. \This company also made 
loans—in 1 case $45,000—with which to construct these new service- 
station facilities. 

I wish to explain just how this marketing practice discriminates 
against the private independent operator. First, the sale of gasoline 
to post exchange-operated stations by major oil companies at less than 
wholesale price to private stations permits the resale of gasoline at 
lower retail prices than the independent operator must charge. 

PX-operated stations also utilize, to the fullest extent, all of the 
company promotional material available to the private operator, such 
as: Identical pump markings and coloring, all special advertising 
material, company credit cards and record equipment, identifying 
uniforms, and brand-display signs. 

The volume of business carried on by the PX-operated stations, in 
our opinion, should go through the private inilepatulaist gasoline 
retailer. . 

Let’s compare the District of Columbia gallonage figures (taken 
trom District of Columbia tax returns) and the PX operations in the 
District of Columbia area during the same period. 

For the period January to June of 1954, the District of Columbia 
lost 5,214,496 gallons over the same period for 1953. This was a 5.6- 
percent loss. During the same 1954 period, the District: of Columbia 
post exchange stations gained 222,226 gallons, or a 35.1-percent in- 
crease over 1953. This occurred, gentlemen, during a period in which 
the overall military personnel was being considerably reduced. 

We submit that a portion of these increased sales was undoubtedly 
due to the expansion of nonauthorized military sales and to civilians 
employed on military posts.. We know for a fact that civilians have 
had no difficulty in making purchases at most PX operation stations. 

I would like to submit to the committee at this time copies of pur- 
chases made at several PX stations in this area. 
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Four of these are on credit cards by the supplying company. The 
one in the middle is where a Texaco dealer went down to make a pur- 
chase,°and the attendant before he gave him the cash receipt tore 
the top of it so as not to identify it as coming from the post exchange 
service station. 

Those purchases, incidentally, were made several months ago. I 
believe last year, as a matter of fact. 

Mr. Arnoxp. They were made by private citizens? 

Mr. Costerxo. Yes, sir. If you will look you will notice, I believe, 
that we have one customer of mine—mine is on there. We have 
another member of our board of directors. One is made by a Texas 
dealer. Another is made by a dealer over in Alexandria. 

Mr. Rooseve.t. The committee will accept it in evidence as exhibit 
No. 1. 

(The document was marked “Exhibit 1” and will be found in the 
files of the committee.) 

Mr. Costerio. We realize, gentlemen, that the PX service station 
operates as a fringe benefit for military personnel. We should like 
to go on record as supporting the continuation of these fringe benefits. 
However, it is a known fact that oil companies, having these contracts, 
encourage and urge the PX personnel to make all possible sales regard- 
less of whether the purchaser is authorized military personnel or 
civilians. 

Inasmuch as PX stations do not have the overhead and operating 
costs which the independent operator has and also that the PX profits 
are limited by law. (I believe that it is a limit of 80 percent, and 
that is set up by the War Department directly) we feel that suppliers 
should be prohibited from selling gasoline to these outlets at prices 
less than are offered to private gasoline retailers. This is definitely 
discriminatory. 

In our judgment, this is another marketing practice on the part of 
the major oil companies to drive independent dealers’ margins down- 
ward in areas surrounding the metropolitan military service stations. 

I should like also to touch briefly on another vicious phase of dis- 
criminatory practice which some of the major oil cmpanies engage 
in and which is rapidly expanding into a major threat to independent 
retailers. This is the practice of selling taxicabs and fleet companies 
under a commercial consumer contract at a price lower than the 
posted wholesale price to regular dealers, and condoning the fact 
that these so-called consumers solicit and sell to the general public. 
This is definitely unfair competition to independent dealers and dis- 
criminatory. 

First, I would like to state that since we are not in a position to 
examine the files of these major oil companies, we do not have con- 
clusive proof as to the exact price extended to the taxicab fleet and 
ss by these suppliers. However, based on present consumer 
market, we have reason to believe that the prices vary from 114 cents 


to 214 cents per gallon below the posted tank wagon prices, and 
dependent upon the volume of motor fuel purchased. 
We do have proof that these companies are selling to the general 
poate, at prices lower than the average retail price in our area. We 
ave cash gy of purchases made during the past 30 days at 3 


cab stations. have these receipts in my hand, together with a 
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photograph of purchases being made by motorists at a fourth cab 
station. 

Now, I would like to point out to the committee that we have more 
than three of these cab stations here, but it denotes the trend, insofar 
as the market is concerned. 

I would like particularly to call to your attention the purchase 
made on March 25 at this location, which is the Bell Cabs. The 
attendant gave him a cash receipt. This is premium gasoline. 

About an hour later another man went in to buy gasoline. He got 
the same receipt, except that they tore off the top. 

By following these cash register numbers you can see that these 
purchases were all made on the same day, as well as the same date. 
I would like to submit that. 

Mr. Roosevetr. The committee will accept it as exhibit No. 2. 

(The document was marked “Exhibit No. 2” and will be found in 
the files of the committee. ) 

Mr. Cosrretxo. I have pictures of a cab count in town where an 
individual known to the association has gone in and purchased 
gasoline. I would like particularly to call your attention to these 
signs, “We want your business,” “Service is my business.” 

This is a cab station in the city of Washington. I would like to 
present that too. 

Mr. Roosrvetr. The committee will accept it and mark it as 
Exhibit No. 3. 

(The document was marked “Exhibit No. 3” and will be found in 
the files of the committee. ) 

Mr. Cosrretio. That this unfair competitive condition exists is 
well known to the major oil companies involved, but they turn their 
heads away from any knowledge of it. 

Several months ago, representatives of our association contacted 
the district managers of two oil companies with specific complaints. 
Mr. Russell Chase of the Shell Oil Co. was advised that the Premier 
Cab Station and the Washington Cab Station, among others, were 
not only selling to the general public but had since put signs out 
inviting the public in. 

Mr. C. E. Heim, then district manager of Esso Standard, was con- 
tacted with regards to the Columbia Service Station and the Bell 
Cab Station. In each instance the oil company representative denied 
any knowledge of this practice and promised an investigation to 
determine if such practices existed, and if they did so, to take im- 
mediate steps to stop it. 

Mr. Roosrveir. Do these cab companies sell this gasoline with the 
Standard sign on it, or the Shell sign, or whatever it might be? 

Mr. Cosret1o. Yes, sir. They have everything that I have, if it is in 
Esso. They have the identification sign and everything. 

Our purchases within the past 30 days indicate that no action was 
taken to correct these inequities. The major oil companies are aware 
that they are a party to a violation of the Robinson-Patman Act in 
such cases as outlined above. 

These commercial consumer contracts specifies that the motor fuel 
purchased under these contracts is for use and resale only to vehicles 
owned and operated by the buyer. 
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I show you, Mr. Chairman, a copy of a commercial users’ motor fuel 
sales agreement, and wish also to make this a part of the record. 

Here it is. 

Mr. Roosevetr. That will be received by the committee as exhibit 
No. 4. 

(The document was marked “Exhibit No. 4” and will be found in 
the files of the committee.) 

Mr. CosretLo. The specific wording of these contracts, restricting 
the resale of gasoline purchased under the contract, makes it the legal 
responsibility of the oil company involved to enforce and police the 
conditions of the contract. Failure to do so permits the widest 
possible discrimination against independent retailers. 

I think it is also the legal responsibility of the cab company in- 
volved, in my opinion. 

We do not object to oil companies selling gasoline to taxicab or 
fleet companies at lower wholesale prices if the cab companies and 
the major oil companies carry out the restrictions of use and resale 
of this gasoline. However, if they persist in selling to the public, 
as well as soliciting their business, we feel that they should not have 
a lower price which permits them to compete with the independent 
dealer at an unfair advantage. This practice is not confined to our 
area but is nationwide, and we feel that all possible legal measures 
should be taken to prohibit these practices further. 

I believe it is customary to offer some suggestions as to correc- 
tions. 

I would like to say this, that in 1951, I believe it was, Mr. Walker— 

I beg your pardon, it was not in 195i—called on the commander of 
the Military District of Washington, I believe General Herring and 
discussed this post-exchange situation with him. He had a very 
fine reception. He assured us that he would look into it. However, 
nothing came of it. 

So later on, why Mr. Walker and myself had a conference with 
General Stokes of the Military District of Washington. I thought 
I was at a staff meeting. I never saw so many officers interested in 
one thing in my life. 

They also had a civilian there, who as I understood, was in charge 
of all of these post exchange service stations. 

They wanted to help us. They thought that we were a little unduly 
aroused, inasmuch as there was not as much going on. I handed 
him the credit tickets. I was violating the law if I went over and 
bought gasoline, he informed me. He went one step further. He 
said he knew it was not happening, because he had tried to buy gas 
without being identified, and they always asked him for his identifi- 
cation. 

Anybody that is working in the post exchange and does not know 
who the general is, he has no business in there. I told him so. 

I will say this about it. We did get a little help from him. He 
got out an order to the people in the PX, but the situation is going 
on right today in some post exchanges more than others, but some- 
thing should be done about it. 

He asked me what I thought should be done. I will tell you what 
I told him. 

I felt that the post exchange service station is entitled to buy the 
gasoline, but I feel that they should buy it just like the Government 
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buys it, on a bid basis. Let us take away the identification. As long 
as they buy it on their specifications, then paint the pumps blue— 
i do not care what they do with them—buy it on their specifications, 
and they can get the kind of gasoline they want for their personnel. 

As a matter of fact, they will get the same gas I have got, I am 
positive of that. 

What I would like to take away is the identification. Then we 
would not have these people going in and buying this gasoline. 

To give you an example of how this works. I have a process price 
this morning of 30.9 on Esso. I am at 2424 Virginia Avenue, at 20th 
and Virginia Avenue is a PX that is sellin gasoline at 26.3. He is 
buying a cent and three-quarters cheaper t hoe Iam. I know he is 
buying that at that price. 

incidentally down there they show Standard Oil Co. discount, or 
what he is getting. They have some of these PX service stations 
where they do not show it. I was not able to see it. I know they 
are getting good prices on that, so far as that goes. That is one 
way of handling it. 

insofar as the cab companies are concerned, it seems to me like 
the oil companies always figure, “Let us get the easy way out of the 
thing.” 

I would like to give an example. Another one of these stations, 
which is called Columbia Cab Station, they have a set of pumps 
running along 20th Street, and along lubrication they have another 
set of pumps. On these pumps over here they have a commercial- 
user’s contract. On the front they have the same kind of contract 
I would have. You can never buy gas on the front, because they keep 
it locked up. They are buying at a better price. What it is, I do 
not know. I can drive in there, and you can drive in there, and buy 
gasoline and no question is asked. 

That is the occasion that I personally took up with Mr. Heim at 
that time. 

Mr. Roosrvett. This last phase of your testimony here I think is 
a factual presentation of a violation of the existing law, and with 
the concurrence of my colleagues on the committee we will instruct 
the committee counsel to draw attention of the Federal Trade Com- 
mission to each specific instance and instruct them to ask for a report 
as to the continuous operation of this practice within the District of 
Columbia. 

Mr. Arnold, will you do that ? 

Mr. Arnoxp. I will, sir. 

Mr. Roosrvett. Do you have any questions / 

Mr. Sreep. I think one interesting point that you have made, 
although you have not stressed it, is the fact that when it gets down 
to the ‘point, like the case of a post exchange or a fleet operator, the 
major oil company has no choice in the matter. They do find ways to 
make their preduct available at a less price than they make it avail- 
able when they control the situation, as they do in their own leased 
station. There may be reasons for that, they are not on the surface, 
but it seems to me that where you can have a truly competitive situa- 
tion the consumer does get a benefit. Is that not true! 

Mr. Cosre..o. I do not think there is any question about that. The 
only thing that concerns me about it is that eventually the consumer 
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takes it on the nose. When you refer to competitive situations, I 
assume that you are talking about the price war. 

Mr. Sreep. No; I mean the only way you can get the consumer’s 
business is to bid for it in true competition. Prices do come out 
lower than they do in these situations where it is not necessary to 
sharpen your pencil to get the business. 

Mr. Cosretxo. Yes; I would like to answer your question this way. 
I did not tell that I am an ex-salesman for the Esso Standard. I 
worked for them for 12 years. I was an office manager for them. 
This has been my experience. 

When a salesman came into the office and he had a good chance of 
getting a commercial account, he usually talked to the district man- 
ager or the assistant district manager, depending upon which one was 
handling the commercial accounts. 

Without exception—I worked under, I guess, 6 or 8 district man- 
agers—the question was always asked, “How much will we have to 
give them to get it?” 

Then the salesman, if he is a smart salesman, already knows what 
the competitive situation is. Sometimes I think they were guessing. 
As a matter of fact I know that they were trying to impress the 
district manager. And other times, I expect the account gave them 
direct information as to what they were going to have to do to get 
this piece of business. 

You would be surprised to find out just how deep they will dig 
to get hold on to an account that is running 50,000 gallons a month. 
They really go. 

If I was a consumer, and I had 50,000 gallons a month, I would be 
calling all of them, because they will knock each other in the head for 
it, if you follow what I mean. 

Mr. Steep. You have made the point. 

Mr. Cosretxo. I think the best example of that is, of course, the 
Capital Transit here in Washington. Capital Transit business final- 
ly got so that these oil companies were not even interested in bidding 
on it. At one time it was a very desirable business. 

Mr. Roosevetr. I think he brought it out very well, do you not 
think so, Mr. Steed ? 

Mr. Sreep. Yes. 


Mr. Sueenan. Mr. Costello, this involves a matter of policy of the 
inajor oil companies. When a gas station operator is asked to buy 
gasoline from them, do they give him any breakdown as to the price 
differentials based upon his monthly gallonage? 

Mr. Cosre.io. No, sir, not my company. I am sure no other com- 
pany does it here. 

Mr. Sueenan. In other words, then you would say they have no 
justification in making a different price for a service station operator 
as against a taxicab operator? 

Mr. Coste.io. Not in my judgment; no, sir. 

Mr. Sueenan. Unless they offered the same deal to both, on, shall 
We say, a quantity basis? 

Mr. Cosretio. Years ago, Mr. Sheehan, my experience with Stand- 
ard Oil Co. was this: They thought that they could give a better 
price to a commercial account because they did not have the equip- 
ment and because of insulation. They used their own equipment. 
They could deliver a full load of gasoline to a commercial account, a 
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large one, cheaper than they could deliver 1,500 gallons of gasoline to 
a two-pump guy, say, on Rhode Island Avenue. 

Today the consumer has getten smart. He wants a large enough 

tank so that he can take a full load. In those days the average sta- 

tion had 5,000 gallons. Today, I have one that has 14,000 and another 
with 12,000 gallons. They bring me full loads. I never split a load 
with them. 

The other thing is this: They will deliver a limited amount of gaso- 
line to a small dealer who buys, we will say, 1,000 gallons. It is a 
costly operation to them. They know it is costly, but they figure 
that if they give that place up, somebody else will get it. So they 
live with it. T hey will deliver that gasoline to that man at the same 
price that they will deliver it to me when I am taking 5,000 or 6,000 
gallon loads. And they are dumping to him only a thousand gallons 
atatime. They have to go back 2 or 3 times a week. Does that answer 
your question # 

Mr. SueeHan. Yes. That is all, Mr. Chairman. 

Mr. ArNotp. I have only one thing to say. I do not want to be 
in the position of being a fifth-amendment consumer, so that I think 
that I should state to this committee I have purchased gasoline as an 
individual at this Shell station at 26th and E Streets NW. 

Mr. Cosret1o. I would like to say one thing in connection with 
that, you get Mr. Walker back on the stand to verify it—it is very 

familiar to me, because it is around the corner from my station—I 
am sorry that you did not find my station. It is this. 

Mr. SHeenan. Give him your card. 

Mr. Costet1o. That is all right. 

Mr. Walker, at the time I called his attention to these pictures that 
were taken here, talked to Mr. Chase one evening. Mr. Chase was very 
evasive about the thing. This is hearsay and I should not even say it. 
You can verify it with ‘Mr. Walker, if vou like. 

He said, “The man is selling to commercial accounts.” 

That was no justification, so far as I was concerned. 

Just recently, incidentally, in connection with that station they 
have remodeled. I do not know whether that is because of the hear- 
ings going on or not, but we have no signs down there. They are 
down. It looks pretty clean. They may have changed the contract, 
for all I know. 

Mr. Roostevett. Thank you very much, Mr. Costello. We appre- 
ciate your testimony. 

Mr. Costello, or Mr. Walker, the committee would like to ask 
whether you have ever filed a complaint. under the Robinson-Patman 
Act concerning this last part of Mr. Costello’s testimony. 

Mr. Waker. No, we have not. 

Mr. Roosevett. You are aware that normally a complaint must 
be filed before any action could be taken ? 

Mr. Wauxer. That is true. That will be determined on what hap- 
pens with respect to this committee’s recommendations and then what 
action will be taken thereon. 

Mr. Roosrvett. I want to point out to you, Mr. Walker, a violation 
of the law is a violation of the law and has nothing to do with any 
action by this committee. If you choose to allow that violation as 
the executive director of the association to continue, of course, that 
is your prerogative. However, we would point out to you that there 
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is a remedy available to you on this particular matter but it requires 
that you file the complaint. 

Mr. Waker. That is true, Mr. Chairman. Our only hope was, 
as I stated in my testimony, and I think the other gentlemen will 
bring it out, is the fact that we first try to bring it up with responsible 
district managers here to get their corrections made so that we would 
not have to go that far, but we certainly will do so. 

The expressed desire of our board directors is that we do. In fact, 
I have been instructed so to do. 

Mr. Roosevert. Thank you, sir. 

Our next witness is Mr. L. P. Warrington, of Fairfax, Va. Will 
you raise your right hand? Do you solemnly swear that the testimony 
that you are about to give before this subcommittee will be the truth, 
the whole truth, and nothing but the truth, so help you God ? 

Mr. Warrineton. I do. 


TESTIMONY OF LLOYD P. WARRINGTON, FAIRFAX, VA. 


Mr. Warrtncron. Mr. Chairman and members of the committee, my 
name is Lloyd P. Warrington. My partner, R. A. Lane, and I operate 
an Esso service station located at Fairfax Circle, Fairfax, Va. We 
have been in business since June 1949 and have an investment of 
appreximately $12,000. 

Since 1949 to the present time, the cost of operating our business has 
steadily increased. These increased operating costs are reflected in 
every segment of our industry as has been shown in the increased 
price of gasoline from the supplier to the retailer. To meet increased 
costs, the retailer must pass along this wholesale increase plus his 
increased cost, to the consumer. 

The average increase in retail dealer margins was only one-tenth of 
a cent higher in 1954 than the retail dealer margin of 1949. It was 
not until 1953 that the retailer was able to increase his margin and 
then only to the extent of about sixth-tenths of 1 cent on the average. 
The only way he could stand the increased cost was through his 
increase in volume, and his small increase in margin. At that time, 
in our immediate trading area, a rural area within 114-mile radius, 
there were 14 gasoline stations of which only 4 were modern service- 
rendering outlets. 

Since the middle of 1953, oil companies have built or remodeled 
almost hub to hub, and at the present time there are 24 gasoline stations 
in this area. Of this number, 16 are modern service-rendering outlets, 
an increase of 400 percent in less than 2 years. 

Esso had one modern service-rendering outlet in mid-1953. Today, 
they have 5 such outlets, an increase of 500 percent. Naturally, this 
oer has drastically reduced the individual dealer’s volume of 
sales. 

In a mad rush to create gallonage leadership, each oil company 
wanted to increase his share of volume. The simplest approach to this 
problem, from the oil companies’ viewpoint, was to force retail prices 
down but not to cut wholesale prices to the dealer. In other words, 
thus forcing the individual operators to give away further substantial 
portions of his profits. 

__ A retailer already losing a large percentage of his volume due to 
uneconomic expansion by the oil companies, is further expected to 
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substantially cut his gross profit. Operating costs to individual re- 
tailers are about the same. It is not economically sound to cut prices 
to a point where the operator cannot realize a fair return. In spite 
of constant pressures by company salesmen, most retailers in our area 
held their retail prices through sheer necessity. 

Last fall, Esso Standard modernized the Mundy Esso Station in the 
heart of the area. Esso then placed the former independent operator, 
who had been in business for many years, in the station as a commission 
agent. This operator had no choice—he either accepted the offer of his 
station becoming a commission station or he would be out. He ac- 
cepted. 

Following the pattern set in mid-1954, the company set the retail 
prices and posted price signs lower than the average area retail prices 
in the area. The dealers had only two alternatives, a further loss 
of business or meeting the lowered prices set by the Esso Co, at this 
commission station. This had the effect of forcing the dealer to re- 
duce his margin-of-profit on top of his already loss of volume. Esso 
did not permit us to determine our retail prices but have, through 
their commission station, forced us to follow prices which they have 
decided should be the retail price. We sumbit that this action cir- 
cumvents the intent and purpose of existing laws relating to price- 
fixing, and to free and open competition. Under these deplorable 
conditions, the independent retailer is forced to operate in some cases 
ata loss. This condition cannot last too long for if the operator is 
unable to weather the storm pending some constructive relief, he will 
be economically ruined and destroyed as a small-business man. 

Mr. Chairman, this committee has shown a sincere interest in the 
plight of thousands of harassed small-business men by holding these 
hearings. While we certainly do not propose or advocate Govern- 
ment controls of our business, we do feel that this committee, through 
its understanding of our economic situation can and should devise 
some legislative measure of securing much needed relief for countless 
smal]-business men who only seek equality of opportunity and a chance 
of survival. 

Mr. Roosevett. Thank you, Mr. Warrington. Mr. Steed, do you 
have any questions ? 

Mr. Streep. Mr. Warrington, in the production of oil it is common 
practice when a producer is hit for owners of adjacent leases to drill 
what they call “offset wells.” According to your testimony it seems 
that when somebody puts in a filling station all of the other compa- 
nies offset that station as well. 

Mr. Warrineoron. They sure have. 

Mr. Sreep. I would like to ask you this question. In these com- 
mission-type stations is there any way for the consuming public to 
know that this is a commission Gpersted station, rather than an in- 
dependently owned station ? 

Mr. Warrinoton. No, sir; not to outward appearances. However, 
they do put a sign up—a great big sign advertising the prices that 
they are going to sell their gas for. 

Mr. Sreep. Do you think it would make any difference with the 
consuming public if some requirement was made so that these sta- 
tions had to be identified as commission stations, as against inde- 
pendently owned and operated stations? 
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Mr. Warrrneton. No, sir; I do not think that that is a factor. 
I mean, a man will go where he can get it 2 cents cheaper or 3 cents 
cheaper, whatever the price might be. 

Mr. Roosevetr. Do you feel that the service that is given to the 
public in the company-operated station or the commission station is 
by and large better than he gets in the independently operated station ? 

Mr. Warrtneton. No, sir; I would not say that. 

Mr. Roosrvetr. Mr. Sheehan, do you have any questions? 

Mr. Sueenan. No questions. 

Mr. Roosevett. Mr. Arnold? 

Mr. Arnoxip. No questions. 

Mr. Roosrvetr. Mr. Dalmas? 

Mr. Damas. No questions. 

Mr. Rooseveit. Thank you very much, Mr. Warrington. We ap- 
preciate your coming here. ; 

The next witness 1s Mr. W. C. Wills of Annandale, Va. 

Will you raise your right hand, please? 

Do you solemnly swear that the evidence which you are about to 
give this subcommittee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Wus. I do, sir. 


TESTIMONY OF W. C. WILLS, ANNANDALE, VA. 


Mr. Chairman and members of the committee, I will present you 
with this statement before I start. I have a copy for all of you. This 
is part of the testimony. 

My name is W. C. Wills. I live in Annandale, Va., where I operate 
an Esso station, which is a major oil company outlet. I also operate 
three unbranded outlets in the northern Virginia area. Therefore, 
I will try to give the committee my firsthand knowledge of these two 
retail operations in this industry. 

I am sure that you have ead eu statements and different views 
during this entire hearing, and I would like to make this point clear, 
that my statements to follow are my personal views of what I think 
can be done in what is a very sick and disturbing condition in the re- 
tail gasoline field. I would like to point out to the committee that 
there are some satisfied retail gasoline dealers as well as many unstable 
and unsatisfied dealers. 

I also would like to present to the committee for their personal re- 
view, but not for publication, complete profit-and-loss statements for 
the Esso station and the three unbranded stations. If the committee 
can refrain at this time from exposing the contents at this open session 
of my operation, I would be grateful and would be happy to return 
at the committee’s pleasure in an executive session or meet with any 
representative of this committee gr any other Government agency to 
go over any or all of my books if it will help to bring about a better 
understanding for the committee or the industry as a whole. 

The profit-and-loss statements being presented for the committee’s 
review, I hope, will enable this committee to draw a clear picture and 
excellent parallel between a branded operation and an unbranded, 
as the trading areas of all four stations are in the same general area. 
_ Mr. Roosevetr. I think the committee can properly accept for its 
information the profit-and-loss statement—that is, your personal 
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profit-and-loss statement—and it will not be made a part of the public 
record, but is merely for the information of the members of the com- 
mittee. 

Mr. Wiis. Thank you. 

Mr. Roosevetr. You may proceed. 

Mr. Wits. Gentlemen, I do not mean this from an egotistical stand- 

oint, but I feel that after 20 years of working and being in the oil 
Spinal: I have considerable knowledge of this trade and think that 
my operations in a trading area of 2 million people is among the better 
examples in the industry. 

I like the business, have made a comfortable living, by my stand- 
ards, over the many years, so I do not think that every operator has a 
gloom-and-doom attitude toward this business, but I am sure there 
are many persons that have been coerced, mistreated, and abused. 
This has been reflected by the evidence which has been presented to 
you by a very, very small segment of people who have the intestinal 
fortitude to come before this committee, realizing that maybe tomor- 
row some drastic action may be taken against them as a reprisal for 
their willingness to stand up for what they believe is right. I am sure 
it is very hard for this committee to understand why some people are 
letting themselves be subjected to such pressure, long hours, and 
underpay, as it is often hard for some of us to understand why people 
of some European countries put up with the tactics that are used to 
suppress them, yet we read of them and shake our heads in despair to 
think that anybody could live and endure such hardships, but our 
own Government and the major oil companies have preached for years 
that the greatest thing that is available to the American people is 
freedom. 

I do not wish to take too much time before this committee with a 
lot of trivial things but I feel it is necessary to point out, to the best 
of my ability, why many people in this industry are working long 
hours and under adverse conditions. 

I first went into business in 1939 on $500 borrowed capital and I 
worked from 8 a. m. until 12 midnight and on weekends into the wee 
hours of the morning, 7 days a week for over a year. 

My wife and I had to live in one little room. I barely made enough 
money to meet operating expenses and feed ourselves. The only way 
some persons in this industry can eke out a mere existence is through 
their willingness to work the extremely long hours that it takes to 
keep a place open from 6 in the morning to 11 and 12 at night. 

The fact that they are compelled to be on the job 7 days a week 
with never a moment of diversion, relaxation, or vacation over a period 
of years and for the inadequate return that they receive is due to just 
ene thing, the inherent desire of the average American to do as he 
chooses and live in freedom. 

We don’t want to forget that these conditions of a sick and cancerous 
nature in the industry didn’t just happen yesterday. Since World 
War IT there has been an enormous expansion program. I think 
every industry needs to expand as much as it is capable of absorbing 
economically. I don’t believe that the situation will get any better 
in the years to come unless the major oil companies and dealers can 
realize that a lot has to be done by both parties to correct the many 
wrongs that have been committed in the past. Therefore, I would 
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like to present to the committee the following recommendations that 
I feel could help the industry : 

I. I sincerely believe divorcement at a retail level would be in the 
best interest of the country, the major oil companies and the dealers. 
I also believe it has been stated before this committee that the major 
oil companies have a right to protect the large amount of moneys they 
have invested in the gas stations. I agree that anyone is entitled to 
the protection for the investment they may have in a given field; how- 
ever, I do not agree that the major oil companies have a very large 
investment in all of their service stations, as such, for reason of my 
understanding that 75 percent or more of the stations are on a lease 
basis from individual property owners. 

The other side of this so-called investment in service stations of the 
major oil companies is that a major oil company will select a site for 
a service station and tell the landowner, “Oh, we will guarantee your 
loan at the bank and you can get enough money to build a station and 
you won’t put a dime out of your pocket; we will guarantee that pay- 
ment and so much a gallon above the guarantee.” It is a means to 
gain outlets for products and also a means of helping the property 
owner get a loan but they don’t have any of their money in this 
operation. Then they will go out and find some operator to take over 
this place at the guaranteed rent to cover the payment at the bank 
and usually plus from a quarter of a cent to half a cent over the 
guarantee that they have to pay the landlord. Therefore, in my mind, 
hundreds of stations controlled by the oil companies are not only sell- 
ing their product but they are deriving a direct income far in excess 
of the amount that they have to pay the landlord from whom they 
leased the property. 

II. If divorcement could not become a reality, then I believe that 
the major oil companies themselves would gain by granting a mini- 
mum of a 5-year lease with understanding that the leasing operator 
would be willing to submit to an arbitration board composed of a repre- 
sentative of the oil company involved, a neutral person, agreed upon 
by both parties, to settle any differences occurring during the period 
of the lease. I think that the major oil company is entitled to such 
a board to review any complaints they have against the dealer opera- 
tion, but I do not feel that any oil company has the right to walk in 
and On out a dealer. Often it is the case of one personality versus 
another. 

For instance, a company representative, and I am sure unbeknown 
to the top management, can create a dislike for a particular operator 
and endeavor to wield the club to bring about his own personal satis- 
faction of trying to be superior over a group of people. Sometimes 
these men are men of excellent integrity and sincerity but lack the 
knowledge and experience, as compared to many operators who have 
spent their entire life in such a trade. I believe that a long-period 
lease will be good for the oil company because it will induce the type 
of men that any company would be proud of to come into the trade 
and which we, the members of the trade, would welcome as associates 
and competitors because it would give them the security of at least 
several years of planning. The major oil companies do not plan their 
business on a year-to-year basis and wake up at the end of the year and 
start over again. Small-business men etl to plan their business for 
a longer period of time. Oftentimes they have children to put through 
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school and a man needs to know what his livelihood will be for that 
long a period of time. 

III. Price wars. This is a subject which is a very delicate one and 
also a hard one to control but I would like to know how a major oil 
company can explain the fact that they can go out and pay rental fees 
of 8 cents a gallon on a toll highway where they have the exclusive 
rights, plus their operating costs, which is greater per station than 
uny dealer station that is operated on a sound economical basis. Their 
expenses must be at least 4 to 5 cents plus 8 cents rent. As I add it, 
it makes a margin of 12 to 13 cents per gallon, yet the only thing that 
my company representative has ever said to me has been that in his 
opinion the dealer has too much margin. 

Major oil companies attempt to fix prices by furnishing price signs 
and suggestion of a price such as in the Washington trade area of 
28.9. It is not just by chance that the major oil companies have made 
up beautiful big porcelain enamel signs and decals that are uniform 
as you can make a sign, distributing them throughout the entire 
marketing area. They are constantly trying to fix the price by this 
ineans in order to keep a dealer eppuaand and have him begging and 
at the mercy of the company. 

The tank-wagon price of gasoline in Washington today is 23.9 on 
regular gasoline, with retail price of 28.9. That gives a dealer a 5- 
cent margin. Out of this he must pay rent of 114 to 21% cents. 

Retail price of Esso gas at my station is 30.7 but the major oil com- 
panies would like to establish a price of 28.9 in the Washington area 
by inference of signs and other means of suggestion ; so if in my station 


I was to adopt the policy of 28.9 retail oo it would show a consider- 


able loss as have many other dealers w 
As borne out by my statement there. 
The other means of fixing price is by what is known in the trade as 

C-type stations—a commission station whereby the oil company guar- 

antees an operator 314 cents a gallon profit but he pays no rent so if his 

rent is 114 cents a gallon, that would fix his gross profit at 5 cents a gal- 
lon, which again sets the margin of 5-cents profit to the operator. This 
is the exact profit in either case of 5 cents a gallon margin. It is fine for 
an operator to invest his money and lose it to represent a major oil 
company’s interest. If the margin of 5 cents is fair and just, how can 
the major oil companies explain that they pay 8 cents rental alone on 

a superhighway for the exclusive rights and yet they tell the dealers 

in the nearby area, “We are competitive with you.” And they have 

their operating expenses on top of the 8 cents rental. 

I leave it to this committee to draw whatever picture you may desire 
from these conclusions. So there must be an excess profit at a whole- 
sale level that the manufacturer has at his disposal which he is neither 
passing on to the operator nor to the consumers. There again is why 
I ask for divorcement in the trade and let the competition be at a 
wholesale level or distribution level with the major oil companies them- 
selves instead of at the mercy of the gasoline retailer. 

No gasoline war could ever exist on the scale that they do unless the 
major oil companies make concessions to certain dealers in restricted 
areas. If they want to cut prices, let them cut prices on a division 
level, by cutting prices throughout a company division. This would 


give an equal break to all dealers who buy from that company in a 
marketing area. 


o operate in this trading area. 
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IV. I am surprised no end, over the many years that I have been in 
this business, that the major oil companies have not tried to set up for 
their dealers an educational program to teach dealers what a financial 
statement and a profit-and-loss statement means to them. If they 
would spend more time and try to help the dealers and themselves by 
showing a dealer where it is more profitable for him to go along with 
some of their thoughts than trying to force upon him by dictates and 
threats that they will cancel his lease if he doesn’t buy all of his prod- 
ucts from them and doesn’t do certain things they think should be done, 
they themselves would gain a much greater acceptance from the dealer 
body. Most men in business, I believe, would listen when someone is 
trying to prove to him a sound means of making money. The reason 
I believe the oil companies do not insure a policy of teaching more 
financial knowledge of profit and loss and balance sheets to dealers is 
the fact that they cannot account for the low price which they would 
like to subjugate a dealer to sell their products. 

Many years ago in the automobile industry, General Motors Corp. 
started an extensive program of quality dealership instead of quantity 
dealership, and I don’t believe anything need be said as to the fine 
results that came out of that. So if the major oil companies would try 
a program of backing dealers who understand and have had some ex- 
perience in the service-station field and who have knowledge of a finan- 
cial statement and give them a long-term lease so they could plan their 
own security as well as security for the major oil companies, there 
would be a complete evolution in the quality of small-business men in 
the service-station business. ° 

I wish to thank this committee for the opportunity to appear before 
you and express my views of how to help a very bad situation. 

Mr. Roosevetr. Think you, Mr. Wills. I think you made a fine 
presentation. 

I would like on behalf of the committee to make one reference to 
part of Mr. Wills’ statement in which he very properly brings out the 
courage that certain of the dealers have had in coming before this com- 
mittee with the possibility that there might be reprisals. I hope I 
am correct in stating that the oil companies would not under any cir- 
cumstances take any reprisal against any dealer who has appeared 
before this committee. The committee would regret it very much and 
would have to give the matter, of course, very serious consideration. 

We hope that no reprisals will be called to our attention. 

I do not think, Mr. Wills, I have any specific questions to ask you, 
except to ask whether you feel that in case of divorcement it would be 
practical to give an alternative to the company, that if they cared to 
go on a wholly company-operated basis that they should have that al- 
ternative, rather than being simply prohibited from being in the 
retail business altogether. 

Mr. Wuas. Mr. Chairman, I make that statement in parallel to the 
theater case where they have been ordered to divorce at a retail level 
from the manufacturing-producing level. I do not see how the Con- 
gress or anyone else could ask the many thousands of small-business 
men to give up their businesses in lieu of turning it over to the major 
oil companies. After all, they have spent years, too, in this business. 
They have their livelihood to look after. 

r. Roosrveit. So your feeling is that there should be legislation 
for a complete divorcement ? 








544 DISTRIBUTION PROBLEMS 


Mr. Wiss. I think that in the betterment of the industry I have 
long believed that divorcement at a retail level should be had. Then 
let the competition among the major oil companies be a division level. 

Mr. Roosrvett. Are there any questions, Mr. Steed # 

Mr. Sreep. Mr. Wills, I would like to ask you a question about your 
profit and loss statement. You have an item in there about your pay- 
roll. Does that include your salary, too? 

Mr. Wits. In one of the companies it does. In one of the others 
it does not. 

Mr. Steep. That is «ll. 

Mr. SuHeewan. I have no questions. 

Mr. Arnotp. No questions. 

Mr. Datmas. No questions. 

Mr. Roosrverr. Thank you very much, Mr. Wills. We appreciate 
your coming before the committee. The committee will have no after- 
noon session. We will meet again at 2 o’clock tomorrow afternoon 
to hear a representative of the Federal Trade Commission. That is 
tentative. We will try to give you a definite announcement on that 
later this afternoon. 

The committee will now recess until 2 o’clock tomorrow afternoon. 

(Thereupon, at 12:20 p. m., the committee recessed to reconvene 
tomorrow, Tuesday, April 26, 1955.) 
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TUESDAY, APRIL 26, 1955 


House or REPRESENTATIVES, 
Suscommirree No. 5 oF THE SELECT COMMITTEE 
To Conpuct a Stupy AnD INVESTIGATION 
OF THE PRoBLEMS OF SMALL BUSINESS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 2 p. m., in room 445, 
Old House Office Building, Washington, D. C., Hon, James Roosevelt 
(chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed, and Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosgvetr. The committee will come to order, please. 

At this afternoon’s session of Subcommittee No. 5 we are meeting to 
hear from the representative of the Federal Trade Commission in 


response to a letter which was sent to the Commission on April 19, 
1955, which reads as follows: 


GENTLEMEN : According to information available to this committee the Federal 
Trade Commission has made extensive field investigations regarding alleged 
coercive and discriminatory practices on the part of oil companies and rubber 
companies in the distribution of tires, batteries, and accessories (TBA) through 
retail gasoline stations. Subcommittee No. 5 of the Select Committee on Small 
Business, of which I am chairman, the Hon Tom Steed and Hon. Timothy P. 
Sheehan are members, is currently conducting hearings and receiving testimony 
relating to those alleged practices. Therefore, I,.as chairman of Subcommittee 
No. 5 of the Select Committee on Small Business, request that the Federal 
Trade Commission authorize a member of its staff (competent to do so) to testify 
before Subcommittee No. 5 on this matter. Specifically it is requested that the 
person authorized (1) to testify regarding the factual situations that have been 
uncovered through the investigations made by the Federal Trade Commission 
and as disclosed by the records of those investigations, and (2) testify within 
the limits provided for in section 6 (f) of the Federal Trade Commission Act. 

It is believed that the reporting of the factual information requested to this 
Committee and the Congress will prove to be of value to the Congress in its 
consideration of this problem. At my request, Mr. Everette MacIntyre, general 
counsel of the Select Committee on Small Business, and Mr. George Arnold, 
counsel for Subcommittee No. 5, have discussed this matter with top officials of 
the Federal Trade Commission’s staff who are in a position to advise the Com- 
mission concerning this request. 

It is anticipated that the testimony I am requesting would be received by 
Subcommittee No. 5 in the course of a public hearing in Washington, D. C., 
on April 26 and 27. If you will advise me at your earlist convenience the name 
of the witness you authorize to give this testimony I shall see to it that he is 
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informed as promptly as possible concerning the precise hour, date, and location 
of the hearing. 


Awating your response to this request, I am, 
Sincerely yours, 


JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5. 

In response to that letter and to the conferences held by Mr. Mac- 
Intyre and Mr. Arnold with the staff of the Federal Trade Commis- 
sion, we are going to hear this afternoon from Mr. Sheehy. 

Mr. Sheehy, we welcome you here and appreciate your coming. 

Would you raise your right hand and let me swear you, please? Do 
you solemnly swear that the testimony which you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Sueeny. I do. 

Mr. Roosrvett. Will you proceed, pices, sir, and would you please, 
for the record, state your official title ¢ 

Mr. Sueeny. Joseph E. Sheehy, Director, Bureau of Litigation, 
Federal Trade Commission. 


TESTIMONY OF JOSEPH E. SHEEHY, DIRECTOR, BUREAU OF LITI- 
GATION, FEDERAL TRADE COMMISSION, ACCOMPANIED BY 
HARRY A. BABCOCK, DIRECTOR, BUREAU OF INVESTIGATION, 
FEDERAL TRADE COMMISSION 


Mr. Sueeny. Mr. Chairman and members of the subcommittee, 
I am appearing here pursuant to the request of April 19 made by 


the chairman of Subcommittee No. 5 of the Select Committee on 
Small Business, of the House of Representatives of the United States, 
that a representative of the Federal Trade Commission supply the 
subcommittee with certain factual information. The desired infor- 
mation is described as consisting of a reporting of factual situations 
uncovered through— 


field investigations regarding alleged coercive and discriminatory practices on 
the part of oil companies and rubber companies in the, distribution of tires, bat- 
teries, and accessories (TBA) through retail gasoline stations. 

The investigations referred to, are those undertaken by the Com- 
mission into the purchasing, selling, and resale activities of three of 
the principai tire manufacturers or rubber companies. It should be 
noted at the outset, that the investigations were not directed, solely, 
to an examination of the practices involved in the distribution of 
TBA through filling stations. 

These investigations were undertaken as a result of a number of 
considerations. First, complaints had been filed with the Commis- 
sion, variously alleging that the rubber companies were receivin 
from their suppliers, discriminatory prices on merchandise purchase 
for resale. Coulda were similarly received, alleging that un- 
lawful discriminatory practices, or other unfair methods of compen- 
sation were employed or engaged in by these tire companies, in the 
sale and distribution of TBA. 

Secondly, information had been secured by the Commission during 
the course of other inquiries and proceedings of such a nature as to 
complement certain of the complaints received. Finally, the Com- 
mission, over a course of years, had inquired into a number of specific 
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practices concerning the purchasing, selling, and resale distribution 
of the major rubber companies, 

Corrective action was instituted in some instances, but a number 
of practices remained undefined and unexplored, either as to the 
extent to which they were employed, or in some instances, as to their 
exact nature and effect. The most significant of the latter type of 
practice, was the granting of commissions, sometimes referred to as 
‘overriding commissions” by the rubber companies to marketing oil 
companies, for the latter’s assistance in promoting the sale of a 
rubber company’s brand of tires, batteries, and accessories (TBA) 
through filling stations handling the petroleum products of those oil 
companies. 

Other circumstances also were considered. The major rubber com- 
panies have gradually entered new competitive fields, widening their 
marketing activities to include a broad assortment of items secured 
from outside suppliers, ranging from a complete line of automotive 
and accessory goods, to a varied assortment of so-called home sup- 
plies. These rubber companies operate dually, as wholesale distribu- 
tors and as retail dealers through company owned and operated retail 
stores. 

An extensive investigation was undertaken by the Commission, 
which was intended to determine and resolve three broad issues; 
namely (1) whether the suppliers of merchandise, to the major rubber 
companies, were favoring such rubber companies over other and 
competing customers, by means of unlawful discriminatory pricing 
practices; (2) whether such rubber companies were themselves en- 
gaged in unlawful discriminations or unfair methods of competition 
in the sale and distribution of the merchandise marketed by them; 
and (3) whether the overriding commission plan of TBA distribution 
through marketing oil companies constitutes a violation of any 
statutes administered by the Commission. 

The investigation was undertaken along these lines. A representa- 
tive number of specific items, known or ‘believed to be among those 
purchased and resold by the major rubber companies were selected 
as a basis for inquiry, and the suppliers of these items, together with 
three major rubber companies, were made the subject of the initial 
phase of the investigation. 

The second phase of the investigation consisted of an inquiry into 
the practices of these three rubber companies themselves in the resale 
and distribution of merchandise marketed by them, including the 
several representative items of merchandise referred to above. The 
sale of tires and tubes by these rubber companies was at that time, 
and still is, the subject of special consideration under the quantity- 
limit rule issued by the Commission in 1951. It was decided that 
for this reason, this phase of the investigation should not include any 
inquiry into the pricing or sales practices employed in the sale and 
distribution of tires and tubes. The sale of standard, private or 
special brand tires and tubes to marketing oil companies or others, 
including initial equipment manufacturers, was therefore not con- 
sidered to be within the compass of this investigation. 

The third phase of the inquiry was directed to a consideration of the 
overriding commission plan of TBA distribution. The sale and dis- 
tribution of tires and tubes, to the extent that these items are neces- 
sarily involved in the oil company commission-plan operations, were 
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included for the purposes of this phase of the investigation. This 
final phase of the investigation included: An examination of the me- 
chanical operation of the override programs; the extent to which 
such programs are employed; the relationships existing between the 
oil company, its outlets, and the suppliers; and, the effects of the 
practice. 


RUBBER COMPANY PROCUREMENT PROGRAMS 


One of the important aspects of these cases has to do with the pur- 
chasing by the rubber companies of batteries and accessory items 
produced by many manufacturers. The investigation was directed 
toward ascertaining whether each or any of these rubber companies 
were purchasing these commodities at discriminatory prices. 

Eleven automotive items were made the subject of these investiga- 
tions; namely, batteries, batttery cables, brake fluid, oil filters and 
cartridges, sealed-beam and miniature lamps, heaters, mufflers and 
tailpipes, fuses, brake lining, jacks, and shock absorbers. 

The first phase of the investigations involved an examination of the 
files, books, records, and personnel of each of the rubber companies, 
for the purpose of determining the respective procurement programs, 
the commodities handled, the names of the companies from whom such 
purchases were made, the prices at which such purchases were made, 
and other pertinent matters. A considerable volume of documentary 
information was thus obtained. It was disclosed that the 3 rubber 
companies purchased the above-named commodities from 43 nationally 
known manufacturers. In some cases a supplier sold to more than 
one rubber company. In no case did a supplier sell to all three 
rubber companies. 

Upon the completion of the above phase of the investigation, the 
Commission conducted separate investigations of 38 of the rubber 
companies’ suppliers. The purpose of these investigations was to 
determine whether any of the rubber companies were purchasing 
goods at prices lower than the prices afforded by the supplying com- 
pany to any other customer and, if so, whether the price differentials 
resulted in violations of any of the Commission’s statutes. There 
now follows a portrayal by commodity of the significant factual situa- 
tions disclosed by this phase of the investigations. 


BATTERIES 


Fourteen battery companies sold private brand batteries to the 
three rubber companies. ‘Ten of these companies were investigated. 
The pricing method of each of these battery companies varied from 
company to company. The record shows that in some instances the 
rubber companies purchased at a negotiated firm price. In other 
cases purchases were made on a cost-plus basis. In many instances 
the rubber companies were purchasing batteries at prices Tower than 
the prices paid by purchasers of standard-brand batteries. Also 
prices to the rubber companies were frequently lower than prices to 
purchasers of other private brands. 

Many of the suppliers were of the opinion that these lower prices 
to private-brand purchasers, apie the rubber companies, could 
be justified. . Some suppliers furnished extensive cost data in justifi- 
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cation of their prices. These data are now being studied by the staff 
of this Commission. 

As is inherent in all questions of this sort, a private-brand article 
and the generally higher priced standard-brand article may or may 
not be of like grade and quality. For that reason information was 
developed relating to the comparison of private-brand and standard 
brand batteries. Some of the suppliers contend that any difference 
between a private-brand battery of a given type and a standard-brand 
battery of the same type is such as to make the batteries not of like 
grade and quality. 

With regard to the knowing inducement or receipt of lower battery 
prices, a substantial volume of documentary information was obtained. 
In the case of those companies purchasing on a cost-plus basis, an 
integral part of the arrangement is the opportunity to audit certain 
of the manufacturer’s books and records by accountants of the rubber 
companies, 


BATTERY CABLES 


It was developed that the two manufacturers of battery cables who 
were investigated manufactured both standard- and private-brand 
battery cables and that the rubber companies were purchasing their 
battery cables at prices lower than those afforded other purchasers. 


BRAKE FLUID 


Each of the three rubber companies handled brake fluid. Five 
suppliers sold to the rubber companies. It was developed that these 
suppliers sold brake fluid under private, and standard brands, and 
that the standard-brand prices were higher than private-brand prices. 
It was developed, however, that all customers had a choice of buying 
either private- or standard-brand fluid. : 


OIL FILTERS AND CARTRIDGES 





Three companies ee the rubber companies with their require- 
ments of oil filters and cartridges. Each company was investigated. 
The rubber companies were, in some instances, purchasing these items 
at prices lower than other purchasers paid for filters and cartridges 
of similar grade and quality manufactured by these suppliers. In 
one instance the filters manufactured for one of the rubber companies 
were made of material differing from the material used in the name- 
brand filter. 


SEALED-BEAM AND MINIATURE LAMP BULBS 


Each of the rubber companies handled lamp bulbs. Both companies 
supplying such bulbs were investigated. Small differences in price 
were found to exist. In some instances, the rubber-company pur- 
ae were favored. In other instances other purchasers were 
avored., 


HEATERS 
One of the manufacturers of automotive heaters sold its product 


under private brands to two rubber companies at prices lower than 
those afforded other customers. 
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MUFFLERS AND TAILPIPES 


Two of the rubber companies purchased these products from the 
same supplier. The rubber companies, along with other private-brand 
purchasers, made such purchases at prices lower than standard-brand 
customers. 


FUSES 


Only one of the companies handled fuses. On the basis of elicited 
information no price difference was found between the price paid 
by the rubber company and other customers of the supplying company. 


BRAKE LINING 


Two of the rubber companies purchased brake lining from two 
suppliers. In both instances the rubber companies were purchasing 
in such a manner that the net price which they paid was lower than 
the net price paid by other purchasers. 


JACKS 


Five suppliers of automotive jacks were investigated. Differences 
in price in favor of the rubber companies were established. Two of 
the jack companies investigated are no longer in the jack-manufactur- 
ing business. In two of the companies no difference in price was 
ascertained. In another company the brand which was being pur- 
chased by the rubber company was sufficiently different in quality 
and construction as to indicate that it was probably not of like grade 
and quality to jacks sold at higher prices to other customers. 


SHOCK ABSORBERS 


As of the time of the investigation, two of the companies were 
not handling shock absorbers and the third company was in the 
process of liquidating its stock. 

As in the case of batteries, documentary information was obtained 
as to whether there was knowing inducement and receipt of lower 
prices by each of the three rubber companies from each of its suppliers. 

It must be pointed out that throughout the investigation many of 
the companies submitted information in support of their contentions 
that these aforementioned price differentials were justified. This 
information is being studied by the Commission’s staff. The question 
as to the existence or nonexistence of injury to competition and the 
question of like grade and quality must also be considered before 
a decision can be reached as to whether remedial action on the 
Commission’s part is indicated. 


SALES PROGRAMS OF RUBBER COMPANIES 


The three rubber companies were originally engaged solely in the 
manufacture and sale of rubber goods including tires. They com- 
menced the purchase and resale of batteries and automobile acces- 
sories in the late twenties and early thirties. The line of goods pur- 
chased and resold has undergone considerable expansion and at the 
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present time, includes bicycles, motorcycles, sporting goods of all 
types, housewares, toys, home appliances, radios, and television sets. 
While these cases are concerned primarily with batteries and acces- 
sories, the investigation to determine whether the three companies 
were engaged in discriminatory and unfair practices in the sale of 
goods, could not be confined to automotive items alone, because the 
customer classifications and price schedules examined applied to the 
complete line of items carried. tinh 

While, as stated above, the investigation produced much informa- 
tion of a general nature which applied to the entire line of items sold, 
specific inquiry could not be conducted on the entire line consisting 
of thousands of different items. Therefore, the specific tracing of 
items to the various customer classifications, the examination of ac- 
counts receivable, and other records, and the documentation of this 
phase of the investigation was of necessity confined to a limited num- 
ber of items. The items selected were the same as those that were 
investigated to determine whether the manufacturers had granted 
discriminatory prices to the rubber companies. 

For administrative purposes, the rubber companies have geograph- 
ically divided the United States into sales territories or divisions. 
Each territory is served by a headquarters office and several auxiliary 
offices. All three companies maintain warehouses located in strategic 
areas throughout the United States. Ordinarily the headquarters 
office of the rubber company negotiates a blanket purchase order with 
a supplier. This purchase order is a form of contract designed to 
cover the rubber company’s purchases for the ensuing year. It de- 
scribes the terms and prices to be paid. 

After such a contract has been negotiated, the field offices of the 
rubber companies place orders with the supplier for merchandise as 
needed. The supplier bills the headquarters office of the company 
directly. On some items, batteries in particular, the supplier ships 
quantity orders direct to the purchasing rubber company’s customer. 
While the approximately 1,500 retail stores maintained by the three 
rubber companies operate as consumer outlets, they are also called 
upon to perform a warehousing and jobbing function. 

Thus, in summary, the rubber companies supply their customers in 
three ways: by direct factory shipment from the supplier, through 
a company-owned warehouse, or through a company-owned retail 
store. 

The rubber companies’ customers can be broken down into two 
broad basic categories, those buying products for their own con- 
sumption and those buying for resale. Customers in the first cate- 
pory are generally operators of taxi fleets, trucking lines, or bus 
ines, 

The rubber companies’ customers who purchase for resale are clas- 
sified either as to fonetion or as to volume or purchases or as to both. 

The eligibility requirements for functional classifications vary 
among the rubber companies. 

One company, for example, requires only that 50 percent of the 
customer’s sales be made at wholesale to qualify as a wholesaler, while 
another requires that the customer sell 100 percent at wholesale. 
Prices to wholesale customers are generally substantially lower than 


those charged to retail dealers except those retail dealers purchasing 
a large volume of goods. 
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The volume of purchase classification includes customers who, re- 
gardless of function, qualify for lower prices upon the basis of pur- 
chase volume during a given period. The volumes required to place 
customers in the several price brackets vary among the rubber com- 
panies. 

In addition to the functional and volume discounts the rubber com- 
panies offer cash discounts and quantity order discounts. 

Under the overriding commission programs, in some instances, 
certain of the tire companies’ customers are designated as the supply 
sources for the contracting oil company’s outlets. In such instances, 
the designated supply points are given special sales and merchandis- 
ing assistance. One of the tire companies has established a separate 
and lower price classification for such oil-company supply point on 
purchases of a selected line of accessory items. 


TBA DISTRIBUTION THROUGH MARKETING PETROLEUM COMPANIES UNDER 
THE COMMISSION PLAN 


The third phase of the investigation concerned itself with the sale by 
rubber companies of tires, batteries, and automobile accessories (TBA 
products) to operators of filling stations, all of whom purchase petro- 
leum products from marketing oil companies.’ Some of these stations 
are owned by the oil companies and are leased by them to the opera- 
tors. These are known as leased stations. Other are owned by the 
operators or leased by them from persons other than the oil companies, 
and are known as contract stations. By agreement, and in consid- 
eration of the oil companies’ cooperation and assistance to the tire 
companies in making such sales of TBA products to both contract and 
leased stations, the tire companies pay the oil companies a commission, 
or override, of from 5 to 10 percent depending upon the product and 
upon customer classification.$ 

The majority of oil companies investigated have such commission 
arrangements with 2 tire companies, and in 1 instance the oil company 
also purchases TBA products and resells them to its stations. The 
tire companies investigated have such commission arrangements with 
many marketing oil companies, both regional and national. 

An oil company, having the commission arrangement with a tire 
company, keeps the tire company informed as to the identity of its 
leased and contract. stations so that they may be approached as poten- 
tial customers of the tire company for TBA products. Thereafter, 
the filling station, when approved by the tire company, is contacted 
by salesmen of the tire company and the oil company. If the station 
decides to buy the tire company’s TBA products, it is assigned a 
supply point where it must purchase them. The supply port may 
be a tire company store, district office, wholesaler, or an oil company 





1 Some oil companies have stations whose operators do not purchase petroleum products 
from them but sell such products for them on a commission basis. These are known as 
commission stations. When operators of commission stations buy sponsored TBA products, 
they, like all other stations, do so for their own account. All such sponsored products are 
bought from the rubber companies except for initial stocks. The initial stocks are installed 
originally by the oil companies and subsequently purchased from those oil companies by 
the operators. 

2In another category are operators who own the stations, lease them to the oil com- 
panies, and then, in turn, become lessees from the oil companies. 

3'The smaller commissions are paid on sales to wholesalers. No commission is paid to the 
oil companies on purchases of TBA products which are resold by the oil companies to 
commission station operators as initial stock. 

































DISTRIBUTION PROBLEMS 553 


dealer operating as a tire company wholesaler. The designated sup- 
ply point accepts orders secured by its salesmen or those of the tire 
or oil companies, delivers the goods, and bills and collects from the 
filling station. Periodically the tire company reports to the oil com- 
pany, setting forth the names of the filling stations and their net 
purchases of TBA products from the tire company as reported by its 
various supply points. The total sales as shown by these reports are 
the basis for computing the commission paid the oil company. 

In addition to identifying filling stations as potential TBA cus- 
tomers, the oil companies are paid the override commission for encour- 
aging the filling station operators to continue handling the sponsored 
TBA products, soliciting orders therefor, and engaging in various 
other activities to promote the sponsored lines. 

The leases existing between the oil companies and their leased sta- 
tions provide, among other things, for a 1-year term and, thereafter, 
from year to year, subject to termination by either party at the end 
of any year on 10 to 30 days’ prior written notice. In some leases, if, 
at the expiration of the term, the lessee holds over with the express or 
implied consent of the lessor, the tenancy of the lessee thereafter is 
from month to month only. In addition, it is generally provided in 
the lease agreements that the oil company may terminate the lease at 
any time without prior notice upon breach by the lessee of any of the 
terms of the lease which typically include provisions with respect 
to the care and operation of the station. There are various methods 
by which rental is determinated, among which are specified rates, per 
gallon of gasoline delivered, flat rentals, and flat rentals plus percent- 
ages of gross receipts from sales of certain products, including TBA. 

Besides the leases there are also sales agreements as to petroleum 
products between oil companies and their leased stations. There are 
also such sales agreements between the oil companies and their con- 
tract stations. Such sales agreements set forth the quantities, prices, 
and other conditions of sale of such products. 

The oil companies have declared in printed literature that it is 
their policy not to require exclusive = Ah with the tire companies 
by their stations. Some of the oil companies promote the TBA prod- 
ucts of, and receive a commission from, more than one tire company. 
One relatively small regional oil company purchases and resells TBA 
products to its stations in addition to sponsoring TBA products of two 
tire companies under override agreements. 

The stations neither authorized nor requested the oil companies to 
find for them or to commit them to, a source of supply for TBA prod- 
ucts. The regular dealer prices are paid by the stations and they do 
not receive any part of the overriding commissions. 

Nevertheless, substantial sales are made each year by tire companies 
to filling stations of TBA products and, based upon such sales, sub- 
stantial commission overrides are paid each year by the tire com- 
panies to the various oil companies. For example, in an 18-month 
period the combined sales of 2 tire companies to the stations of a single 
oil company amounted to more than $56 million, and the combined 
override paid thereon to the oil company amounted to almost 55 
million. 

Figures submitted by some of the investigated companies indicate 
the number of filling stations buying sponsored TBA products and 
the degree of exclusivity, separately, as to tires, batteries, and acces- 
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sories. A high percentage of leased stations handle the sponsored 
TBA products to some degree. For example, approximately 90 per- 
cent of the leased stations of one oil company purchased sponsored 
TBA products. The degree of exclusivity varies with the product. 
It is highest on the tire lines (perhaps from 75 to 90 percent) , substan- 
tially lower on the battery lines (perhaps from 45 to 50 percent) and 
almost negligible on the accessory line (perhaps as low as 3 percent). 

As distinguished from leased stations, a smaller proportion of con- 
tract stations handle the sponsored TBA lines to some degree. For ex- 
ample, and with respect to the oil company referred to above, only 
15 percent of its contract stations handled the sponsored TBA prod- 
ucts. As to these stations there is a considerably lower degree of 
exclusivity. 

As justification for the payment of overriding commissions, the in- 
vestigated oil and tire companies stated that the oil companies are 
legitimate sales agents of the tire companies and perform selling and 
promotional services. These companies ascribe the degree of success 
that they have had under the override plan to their legitimate sales 
persuasion, including emphasis on quality, economy of inventories, 
and the marketing benefits accruing to each station when the stations 
promote a uniform line of TBA products. 

The companies did not offer any explanation of why theer was a 
greater degree of exclusivity as to the sponsored TBA products 
among leased stations than among contract stations. Neither did they 
offer any explanation of why a greater proportion of leased stations 
than contract stations handled such products. 

Operators of filling stations, mostly leased, were interviewed con- 
cerning their reasons for handling the sponsored TBA products. 
Some operators of leased stations stated that they had a fear or feelin 
that their leases would be canceled, or that they knew that they coul 
be, if the sponsored TBA products were not handled exclusively, but, 
as to them, cancellation had never been made or threatened. In other 
instances operators of leased stations stated that words or conduct of 
representatives of the oil companies suggested to them that their leases 
would be canceled if the sponsored TBA products were not exclu- 
sively handled. Still other leased stations stated that the oil com- 
panies exerted no pressure and made no threat as to lease cancellation 
to induce them to handle exclusively the sponsored TBA products. 
Many in this last group further stated that they could, and did also 
buy nonsponsored TBA products. 

The operators, with few exceptions, expressed no dissatisfaction 
with the quality of the sponsored lines. Some expressed preference 
for them. Many stated that they found it advantageous to carry 
nationally advertised lines of TBA products, and therefore followed 
the advice of the oil companies in that regard. 

I trust, Mr. Chairman, that this statement constitutes a satisfactory 
compliance with the subcommittee’s request. 

Mr. Roosevett. Thank you very much, Mr. Sheehy. I think that 
the committee and counsel may have a few questions which they would 
like to ask you in line with your statement, and I think the committee 
will ask Mr. MacIntyre, the general counsel of the full committee, 
whether he cares to ask any questions at this time. 

Mr. MacIntyre. Mr. Chairman, this statement is so informative 
that it makes unnecessary many questions that otherwise would have 
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been called for. However, I do believe that perhaps it would be help- 
ful to ask a few questions. 

Mr. Sheehy, can you state whether any of the information, the 
factual information, that you have embraced in the statement you 
made here today was secured by the Federal Trade Commission under 
compulsory processes ? 

Mr. Sueeny. So far as I know, compulsory process was not used 
in the course of this investigation. 

I am assured that that is correct. 

Mr. MacInryre. Therefore, as a matter of law, the limitations 
which ordinarily apply to information procured by the Commission 
under compulsory processes pursuant to the powers under section 6 
would not apply; is that correct? 

Mr. Sureny. We did not use compulsory process. So, of course, 
none of it would have been obtained under compulsory process. 

Mr. MacIntyre. What field investigation office of the Commission 
conducted the field investigation in securing the factual information 
to which you have referred ? 

Mr. Sueeny. The investigation was under the direct control of the 
Washington field office, but investigations were made through other 
field offices but under the control of the Washington field office. 

Mr. MacIntyre. And under whose supervision was that office at 
the time of the investigation ? 

Mr. Sueeny. I believe during the entire period of that investiga- 
tion that office was under the supervision of Mr. Harry A. Babcock. 

Mr. MacIntyre. You have in the course of your statement referred 
to three rubber companies. I would like to an you if you have heard 
a term used in connection with these investigations or others about 


the Big Four rubber companies as applying to any particular group 
of companies ? 

Mr. Sueeny. I have heard the terms “Big Four,” and “Big Five” 
used in the rubber industry. 

Mr. MacIntyre. Has it been your understanding that the term 
“Big Four” included the aan companies: United States Rub- 


ber Co.; Goodyear Tire & Rubber 
and the B. F. Goodrich Co. ? 

Mr. Sweeny. That is correct. That is my understanding. And at 
times, I believe, General is included in that group and they are referred 
to as the Big Five. 
sien MacIntyre. When General is included, then, it is the Big 

ive ? 

Mr. Sueeny. That is right. 

Mr. MacInryre. In your reference to three rubber eompanies, in 
the statement of yours here this afternoon, were the three to whom 
= nee reference included in the Big Four, as you have defined 

em ? 

Mr. Sueeny. Yes; they were. 

Mr. MacIntyre. You have made reference to a number of oil com- 
panies. I do not know whether you have designated those as falling 
within the class of major oil companies. Would you say whether they 
do or do not? 

Mr. Sueeny. They included both major oil companies and some 
regionals, and I think in the statement there is a reference to both 
majors and regionals. 
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Mr. MacIntyre. But except where the statement that you have made 
specifies regional, would you say that the reference to oil companies 
has been to major oil companies ? 

Mr. Sueeny. I believe that would be accurate; yes. __ 

Mr. Roosrverr. Mr. MacIntyre, could I ask at this point, Mr. 
Sheehy, would you care to state which of the Big Five or the Big 
Four, which of those companies were the three that were selected 
for this statement ? 

Mr. Sureny. Mr. Chairman, in this statement, as you doubtless 
have noticed, we have tried to avoid naming any names, and that was 
done deliberately because of the posture of the case or cases as may 
be before the Commission. They are in the investigational stage. 
They have not yet reached a formal stage. They have not yet reached 
the Commission for any consideration. They are still being con- 
sidered at staff level, and it was felt unfair in this statement to use 
names of any of the companies involved until the files had been 
studied, the report made to the Commission, and the Commission made 
a determination as to whether or not formal action should be taken. 

I do not think there is any secret about it. I think the companies 
know they have been investigated. I think the trade probably knows. 
But that is the reason that we have not mentioned names, and why I 
would prefer not to mention the names. 

Mr. Roosrvetr. In view of your statement, Mr. Sheehy, the question 
is withdrawn. 

Mr. MacIntyre. During the course of your statement there appears 
the statement that: 

The sale of tires and tubes by these rubber companies was at that time and 
still is the subject of special consideration under the quantity-limit rule issued 
by the Commission in 1951. It was decided that for this reason this phase of 
the investigation should not include any inquiry into the pricing or sales prac- 
tices employed in the sale and distribution of tires and tubes. 

_ Now, keeping in mind that statement, I would like to ask this ques- 
tion: 

Is there anything involved in the Federal Trade Commission quan- 
tity-limit rule respecting tires and tubes that touches upon or bears 
in any way upon the practice of exclusive dealing ? 

Mr. Sueeny. I do not think that the question would admit of a 
categorical answer. If you get your discounts high enough, you cer- 
tainly are going to encourage exclusive dealing in an effort to get the 
highest discount at all times. If you have in mind the type of exclu- 
sive-dealing agreement that is contained in section 3 of the Clayton 
Act, then my answer would necessarily be “No.” But I just do not 
think the question would admit of a categorical answer. 

Mr. MacInryre. There is no question in that particular proceeding 
as to a requirement by the rubber company that its customer deal in 
any particular line of tires? 

Mr. Sueeny. That is correct. 

Mr. MacIntyre. During the course of your statement you referred 
to such factors as cost, grade, and quality, and that those factors are 
under consideration for the purpose of determining whether there is 
a violation of law involved. Would it be necessary to determine any 
of those factors in order to determine whether section 3 of the Clayton 
Antitrust Act has been violated ? 
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Mr. Suerny. Given all the elements of section 3, I would not neces- 
sarily think it would be required, and yet I do not know exactly how 
you are going to come down to your contract provisions unless you 
have some specific type or line of goods in mind. If you could set 
forth the type of contract you had in mind, I think I could answer your 
question better. 

Mr. MacIntyre. Would it be necessary to determine whether that 
particular line of goods compared with another line of goods in order 
to determine whether a violation had occurred under section 3 of the 
Clayton Act? 

Mr. Sureny. Certainly a contract of exclusivity could be drawn 
with the adverse competitive effects present that would permit of estab- 
lishing a violation of section 3 without going into quality. 

Mr. MacIntyre. What about cost, the determination of cost ? 

Mr. Sueeny. I think the same would apply there, or could apply. 

Mr. MacInrynre. Is that necessary ? 

Mr. Sueeny. I think the same could apply there. 

Mr. MacIntyre. But you do not need to determine that for a section 
3 case? 

Mr. Sueeny. You would not necessarily have to determine that; 
that is correct. 

Mr. MacInryre. I believe that completes all the questions I would 
care to ask, Mr. Chairman. 

Mr. Roosevetr. Mr. Arnold? 

Mr. Arnotp. I understand from your statement there are, let us 
say, two ways in which tires might be distributed by the Big Four 
rubber manufacturers through oil companies, and the first would be 
where the rubber company would manufacture a private brand tire 
for the oil company, and then that oil company would distribute it, 
I assume, as its own tire to its retail outlets. 

Mr. Sueeny. That is right. 

Mr. Arnotp. Then the other situation would be where the oil com- 
pany agrees to handle the brand name of the, let us say, one of the 
Big Four rubber companies, from whom they receive an override com- 
mission for the number of tires sold? 

Mr. Sueeuy. Yes. 

Mr. Arnoip. Now, my question would be, when you are discussing 
the practices of the three big rubber companies in this statement, are 

you referring to rubber companies which do not buy their own private 
brand from the rubber companies, but instead promote the sale of the 
brand name, Firestone or Goodyear, or whatever it is, through the 
retail outlets? 

Mr. Sueeny. In reference to the override, Mr. Arnold, that is en- 
tirely true. Now, those companies, all of them, may buy the tires 
they use on some of their trucks, or something like that. But there 
is no question of the override. The override applies only to the ones 
that go to the retail stations. The oil companies do not take title to 
that merchandise. The sale is made directly from the rubber com- 
pany to the retail station. The promotional help comes from the oil 
company, and the override is for that promotional help. 

Mr. Arnotp. And was that situation the subject-matter of your 
investigation to which you refer in your statement, or did this state- 


ment also refer to your situation where the oil companies buy direct- 
ly themselves? 
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Mr. Sureny. We covered three situations: We covered the situa- 
tion so far as the sellers, the prices of sellers to the rubber companies 
were concerned; we covered the situations of their sales of items; 
and then we covered the third situation, which involves only this 
override where there is no purchase, but the sale is made direct from 
the rubber company to the station. 

Mr. Arnotp. All right. Then just one final question: 

On your quantity-discount investigation which you referred to, 
were any members of the major oil companies involved in that quan- 
tity-discount investigation ? 

Mr. Sueeny. Yes. Some of them are in there as parties. 

Mr. Arnotp. In your investigation, did you ever find any factual 
information to indicate that the salesmen of the oil companies also 
received a commission or an override from their oil company for the 
TBA items sold by these salesmen ? 

Mr. Sueenuy. I have no personal knowledge of that, Mr. Arnold, but 
if I may, I would like to ask Mr. Babeock. 

Mr. Barcock. We have not. 

Mr. Sueeny. He assures me that we have no such information. 

Mr. ArNoxp. That is all. 

Mr. Roosreverr. Mr. Sheehy, I have a number of mostly clarifying 
questions. 

Do you care to comment further on page 2 in relation to the cor- 
rective action which was instituted in some instances? What in gen- 
eral were the lines of that corrective action ? 

Mr. Sueeny. We have an outstanding order against United States 
Rubber Co. in one case involving both the 2 (a) price discrimination, 
and a 2 (d) charge and an order covering one phase of their override 
plan. That is one case in which an order is outstanding. I will be 
glad to check the records and get details of other cases and submit 
them to the committee, if you wish, Mr. Chairman. 

Mr. Roosrvett. I think counsel would be interested in having those. 

Mr. MacIntyre. Yes. 

Mr. Roosrveitt. We would appreciate it if you would, please. 

On page 3, at the bottom of the page, the final sentence: 

In one instance the filters manufactured for one of the rubber companies 
were made of material differing from the material used in the name-brand filter. 

I am interested in whether or not the public in buying that filter, 
however, thought that they were buying the same article. Is that 
correct ? 

Mr. Sueeny. Well, it would not be under the name. Unless it were 
disclosed other than by the name or the advertising that went with it, 
I would doubt that the public would know that. It would be under 
the X brand or whatever the brand might be. 

Now, if the company told them that that was a certain company’s 
product, although put out under another name, of course, they would 
be aware of it. But otherwise, I don’t see how they would. 

Mr. Roosevetr. I see. However, would you say that the public is 
sufficiently protected in not having that intimation given to them? 

Mr. Sueeny. Well, if they are buying a brand that is not adver- 
tised, concerning which they have no particular knowledge, then they 

are buying largely on the reputation of the dealer that they are doing 
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business with, and since he will be continuing to do business with 
them, it may be assumed that he probably will advise them. 

Mr. Roosevetr. I see. 

On page 15, in the last paragraph, I think it is the second sentence: 

Thereafter the filling station when approved by the tire company is contacted 
by salesmen of the tire company and the oil company. If a station decides to 
buy the tire company’s TBA products, it is assigned a supply point— 
and so forth. 

I assume that you do not mean necessarily there that the station 
always has independent action whether it buys or not, because if it 
is being solicited by the oil-company salesmen, from your previous 
statement that there is some evidence that the station has been told to 
buy that company’s products—— 

Mr. Sueeny. We have not reached any conclusion on that, Mr. 
Chairman. That is one of the important things that is under study 
of our present investigations. 

Mr. Roosrverr. In the investigation, is there any evidence that 
where an oil-company salesman calling with the tire-company sales- 
man with whom dies have these arrangements—is there any evidence 
that other tire-company salesmen call on this same station? 

Mr. Sueeny. I believe that there is, because I know we have some 
rather substantial evidence of these stations carrying more than one 
product, particularly the contract stations, and to some extent the 
leased stations, but to a much lesser degree. So I would assume that 
the salesmen from the other companies call, as well as the salesmen 
from the sponsoring or sponsored company. 

Mr. Roosrvetr. I want particularly to call attention and be sure 
that I understand the testimony correctly. In the arrangements made 
between the rubber companies and the oil companies for the sale or 
promotion of TBA products, all of the commission goes to the oil 
company and none of the commission goes to the independent operator 
or leased-station operator ? 

Mr. Sueeuy. On the basis of the information that we have, that is 
correct. That certainly is our understanding of the arrangement. 

Mr. Roosrvetr. And just one final question. 

On page 18, the contract stations which you refer to, you mean by 
that, company-operated stations? 

Mr. Sureny. They are independently owned stations. The station 
is not owned by the oi] companies, but under a contract with the oil 
companies to sell their petroleum products. 

Mr. Roosrverr. Now, how does a contract station differ from a 
leased station ? 

Mr. Sueeny. Well, the leased station, the company owns the 
station. 

Mr. Roosrvett. Owns the property, you mean ? 

Mr. Surrny. Owns the property. 

Mr. Roosevett. I see. 

Mr. Sueeny. Or they may lease it and re-lease it. But the contract 
stations, the company does not own. It may be owned by the operator 
of the station or by someone else from whom he leases, but not by the 
oil company. 

Mr. Roosevetr. Did your investigation include the company owned 
and operated station and, if so, did it reveal that in those stations there 
was more than one type of product carried ? 
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Mr. Sueeny. I do not recall that particular point in those. It did 
cover some of those stations, and I do not recall that particular point, 
Mr. Chairman, but I would assume—and I should not be assuming, 
perhaps—but I would assume that they would not carry, since they 
are the outlets of the tire company itself, and owned by them—that 
they would not carry anything other than the tire company’s products, 

May I check that with Mr. Babcock ? 

Is that correct ? . 

Mr. Baxscock. There are very few of those kinds of stations but as 
far as they are 

Mr. Surerny. Do they carry any other products other than their 
own company’s products ¢ 

Mr. Bascock. No. 

Mr. Sueeny. I thought that was correct. 

Mr. Roosevett. And I gather the same would apply to the so-called 
commission type of station that we have had considerable evidence 
about recently ¢ 

Mr. Sueeny. I believe that is correct. 

Am I right on that? 

Mr. Bascock. I am sorry 

Mr. Roosrvett. I will repeat that, Mr. Babcock. 

There has been a good deal of testimony before our committee con- 
cerning commission-type stations, as a rather new but extensive de- 
velopment, and I presume that your answer to the previous question 
meats also apply to these commission-type stations that are now 
developing. 

Mr. Bascock. Yes, sir; to the best of my knowledge at this moment. 
I might check it for you a little further and let the committee know. 

Mr. Rooseve.t. Thank you, sir. 

I think the record had better show that Mr. Babcock answered this 
last question. 

I think that is all. 

Mr. Steed, have you any questions ? 

Mr. Streep. We have had testimony here from dealers who said that 
they have found it possible in some cases to buy A company’s tire from 
A company wholesale cheaper than they could A company’s tire 
through the oilcompany. Did any of your investigations produce any 
evidence of that sort ? 

Mr. Sueeny. Well, our investigations show that the retailer, operat- 
ing as a sponsored retailer of one of these oil companies, pays the same 
price as the other retailers, other conditions being present, and I would 
certainly assume from that, Mr. Congressman, that he was paying a 
higher price, perhaps, than the wholesaler. He would have to be. 

Mr. Sea. What I mean is that they told us that they could take a 
given tire that they were asked by their sponsoring company to carry 
at a price, through that oil company’s warehouse, or supplying station, 
but that they could go to an outlet of the tire company itself and get 
the very same tire at a lower price than they could if they dealt through 
the oil company. 

Mr. Sueeny. Asa wholesale outlet ? 

Mr. Steep. Yes, sir. 

Mr. Sueeuy. Is that correct? 

Mr. Bascock. Youcould. It would be possible to, under their price 
structure. 
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Mr. Sreep. In your investigation of these arrangements between 
manufacturers and the tire companies and from the tire companies 
to the oil companies, did any of your investigations go into the extent 
of the total volume of business that these arrangements covered ? 

Mr. Suerny. Yes, they did. I mentioned one instance in the state- 
ment there of an 18-month period of $56 million with one company 
and with an override of approximately $5 million on that. 

Mr. Streep. What I mean, though, is, did your evidence indicate what 
percent of the company’s total business that $56 million represented ? 

Mr. Sureny. I believe we have the figures that we could work that 
out, yes. 

Mr. Steep. Do you recall whether or not you had any evidence to 
indicate that any company supplying any item in one of these ar- 
rangements was disposing of the largest percent of its total output in 
that manner, rather than through other retail outlets / 

Mr. Sueeny. Any of the major 

Mr. Streep. Or of the suppliers to the major rubber companies. 

What I am getting at is, did you find any situation where a 
manufacturer had got himself into a position through these types 
of arrangements where he was —eny dependent upon this sort of 
arrangement to get rid of his products ‘ 

Mr. Suerny. I know of none in our investigation. I see now the 
ae that you make, Mr. Congressman. I know of none that would 

t that picture. 

Mr. Streep. Thatisall. . 

Mr. Roosrevetr. Mr. Sheehan? 

Mr. Sueenan. Mr. Sheehy, in one part of your testimony on page 
16, you touched upon the lease arrangements between the oil company 
and their leased filing stations. In the testimony that we have had 
here, the filling station operators have pointed out to us that a certain 
amount of coercion exists because the representatives of the oil com- 
panies would be able to sell tires, batteries, and accessories by sort 
of intimating that the leases would not be renewed because of the 
30-day cancellation. 

In your particular investigations, now, does this possibility of that 
particular type of lease arrangement enter into any possibility of 
pri 4 or discriminatory practice? Are you investigating that part 
of it? 

Mr. Sueeny. We certainly are, Mr. Congressman. We are con- 
sidering that point right now in the study of these records. 

Mr. SHEEHAN. Very good. 

Mr. Roosrverr. Mr. Sheehsh, would you yield on that point? 

In that point, I believe, in your testimony, you have also said, Mr. 


Sheehy, that you got various answers, that there was pressure in some 
and not in others. 


Mr. Sueeny. That is correct. 

Mr. Roosrvert. Would you care to say what percentage, how you 
would break down those answers? 

Mr. Sueeuy. No; I do not think I could at the moment, Mr. Chair- 
man. We tried in the brief time, since we received the letter, to 
cover a very substantial number of those interview reports, and they 
broke down into about these three categories that we have given here. 


I do not think I could classify them as to percentage of replies in the 
three categories. 
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Mr. Roosrvetr. Thank you. 
Mr. Srrep. Could you hazard a guess as to what. percent of the 
retailers that your interviews covered ¢ 
Mr. Sureny. Again I refer to Mr. Babcock as to the number that 


were covered in that. ; 
Mr. Sreep. There was a substantial number of retailers that said 


that. 
Mr. Bascock. The final operation involved the interview of all in 
certain trade areas, where we could do it, that is, all of the oil com- 

anies’ stations in certain areas. That is, we thought that that would 
ie the best sample method that we could employ. So we interviewed 
all of them. 

Mr. Steep. In other words, you made what could possibly be classi- 
fied as a spot check of the territory ? 

Mr. Sureny. Yes, sir. We couldn’t do them all. 

Mr. Sueenan. Mr. Sheehy, on page 18, you speak of a single oil 
company receiving commissions of $5 million in a year; $5 million by 
itself is a lot of money. Do you know whether that is all direct profit, 
or are expenses to be deducted from that? 

Mr. Sueeny. Well, that was the total override, and they, of course, 
have salesmen out, who are calling on the trade with the tire company 
salesmen. I presume that the expense of the oil companies incur 
salesmen’s costs plus sales helps that are furnished, promotional help 
and things of that kind. But that is the money that is actually ae 
to the oil company, and whatever costs are incurred in helping to pro- 
mote the line would be deducted from that. 

Mr. SHeeHan. From your own knowledge do you know what par- 
ticular company was paid this $5 million and would you say what 
proportion of the total gross income of that particular oil company 
that amounted to? What I am trying to get at is, is it substantial or 
infinitesimal ? 

Mr. Sueeny. I could not do that percentagewise, Mr. Congressman, 
but I can get that figure for you. 

Mr. Sueenan. It might be interesting if you will submit it to the 
chairman. I do not know whether we would like to have it in the 
record or not. 

Now, as far as I am personally concerned, I notice that in your 
statement on page 10 there is no question now in my mind that the 
Federal Trade Commission is in the process of investigating and 
deciding what to do about many of the uaa that have been brought 
before this committee here: 

The leasehold arrangement, the tire, battery, and accessory problem, 
and even the price discrimination problem. So you fellows Cae not 
arrived at any particular findings or conclusions as yet? You are 
still in the investigative stage; is that right? 

Mr. Sueeny. That is correct. 

Mr. SueeHAn. In other words, it seems to me, then, that our com- 
mittee here, as such, is duplicating the work that is now being done 
by the Federal Trade Commission. Are you acquainted with our 
hearings so far? 

Mr. Sueeny. I have foliowed them to some extent, not fully, but to 
some extent. I think the testimony that is going on is somewhat 
similar to what we have gotten from some of the dealers. 

Mr. Roosevert. Mr. Sheehan, would you yield a moment? 
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Mr. Sheehy, could you give me the approximate farthest back date 
at which you received these complaints which are now being in- 
ventignteal 

Mr. Sueexny. In order to answer that for you, Mr. Chairman, I 
would have to take it back about 15 years. 

Mr. Roosgevert. Thank you, sir. 

Mr. Sueeny. The United States case came up prior to World War 
II, and that arose out of complaints received at that time, and they 
have been coming along more or less since then. During the war 
period, naturally, the situation was completely changed, and then 
following the war they continued to come along until the Commission 
set this whole thing down for investigation. 

Mr. Roosevett. So beginning about 15 years ago, this problem began 
to arise, and then this present investigation began about when? 

Mr. Sueeny. 1949, I believe, was when we first started into this 
from the standpoint of making our selection of the things to be 
studied and began the fieldwork. 

Mr. Bascock. Yes. 

Mr. Roosrvetr. Thank you. 

Mr. SHeenan. Mr. Sheehy, Mr. Roosevelt has pinpointed the 
thought that the basis of many of the complaints of the filling station 
operators has been the slowness with which the Federal Trade Com- 
mission is working, and slowness only from their angle. They nat- 
urally want faster action. 

I realized that you fellows have your problems there, too. But 
this committee has a problem, too, because Congress dies at the end 
of every session, and the question now that we and myself as a com- 
mittee member have to face is, Do we as a committee want to take 
action on this or should we wait until the Federal Trade Commission 
takes action after its extensive investigation, because we would not 
want to do anything to prejudice your case? 

Yet, as a congressional committee, we would not want to be derelict 
in our duty and keep putting off something that has to come to a con- 
clusion someday in the near future. Would you care to comment on 
that? 

Mr. Sueeny. No, I am afraid that I could not comment on that, Mr. 
Congressman. Our fieldwork is completed insofar as we can see at 
this moment. I mean, there may be loose ends to be picked up. The 
material is under study, and I am very hopeful that it will go forward 
to the Commission for the consideration of the full Commission within 
the very near future. But as to giving an exact date, I frankly 
could not give one. 

Mr. Sueenan. Would you define the very near future? Six months? 
A year? Six years? 

Mr. Sueeny. Certainly within 6 months it should be up to the 
Commission for consideration. 

Mr. Roosevetr. That means that you will be ready to present it to 
the Commission ? 

Mr. Sueeny. We will present it to the Commission. 

Mr. Roosevetr. Then after that, it will have to be decided by the 
Commission. 

Mr. Sueeny. And I am putting that as an outside date. Within 6 
months from what I can see now, we certainly should have it before 
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the Commission. You see, there are many accounting problems in 
these cost justifications that they have submitted. 

It would be a useless gesture to recommend to the Commission the 
issuance of a complaint if, under the statute, they have a complete 
defense in the way of a cost justification. So where they furnish us 
cost data, we try to examine that with a view to determining at the 
outset whether or not there is a likelihood that such defense may be 
successfully maintained. And that is one of the things that we have 
under consideration at the moment. 

Mr. Sueenan. Going a little further, assuming that you have the 
facts all ready to present to the Commission within 6 months or a 
reasonable period like that, would you guess how long it would take 
the Commission to arrive at a conclusion once they get the facts and 
figures ? 

Mr. Sureny. No, other than this, that the Commission is perhaps 
as current with its work at the moment as it has ever been, and there 
is a very, very short time now before action is taken one way or the 
other on the files that we send up. This is one that requires substantial 
study on the part, I am sure, of all the Commissioners, but the cases 
up there are moving very rapidly. 

Mr. Sueenan. Yet you would not hazard a guess whether, again, 
that would take 6 months or a year? 

Mr. Surezuy. No, I would not, Mr. Congressman. 

Mr. SHEEHAN. It seems to me that it would be better for this com- 
mittee to withhold any recommendations or come to any conclusions, 
until the Federal Trade Commission reaches a decision, if that does 
not take too long. We could then either strengthen or define the law, 
depending upon the circumstances. 

Mr. Sueeny. I am sure the Commission is very conscious of the 
public interest involved in this whole picture, and that it will act 
promptly when we get the files ready. But I could not define that in 
terms of time. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Roosrvett. Mr. Sheehy, if I could ask you one last question, 
we, I believe, are aware in this committee of a procedure within the 
Federal Trade Commission—I do not know what the proper technical 
term is—which involves calling together within the industry the var- 
ious dissenting groups and trying to set up a code of fair practices, 
shall we call it. 

Mr. Sureny. Yes. 

Mr. Roosrveir. Has that procedure ever been followed by the Com- 
mission to your knowledge in this particular case or type of problem ? 

Mr. Sueeuy. I know of no trade practice conference procedures in 
the tire industry as such that went to this phase of it. 

But Mr. Babcock, if you want to discuss it 

Mr. Bascock. Yes, sir; we had a set of trade practice conference 
rules in the petroleum industry, which involved certain issues now 
in this case. That was in force and effect for, I believe, about 2 years. 
It was suddenly and summarily withdrawn. 

Mr. Roosevetr. Mr. Sheehy, may the committee have a copy of 
that arrangement together with the dates under which it was in force, 
and if possible any information you care to give us as to reasons for 
its discontinuance? 
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Mr. Sueeny. We shall be glad to furnish that to the committee. 

Mr. Roosrvett. And could you also tell me, are such agreements, 
when arrived at, enforceable by the Commission ? 

Mr. Sueeny. They are not matters of law, Mr. Chairman. They 
are a statement of the law by the Commission, and if the Commis- 
sion seeks to enforce thoes mean, now, through its processes—it 
is possible to do so through the issuance of a complaint based upon 
the law rather than upon the trade practice rules as such. They are 
rules that are drawn up in cooperation with the industry, advising 
industry fully as to the points that the Commission would consider 
law violations if they occurred. Should they occur and should they 
not be able to clear them up and dispose of them properly, then the 
Commission, in order to take action, would have to follow its regular 
formal course of issuing a complaint and charging a violation of 
section 5 of the Federal Trade Commission Act, or whatever section 
was involved. 

Mr. McIntyre. Mr. Chairman, I would like to ask a question. 

Mr. Rooseveitr. You may proceed. 

Mr. McIntyre. Some of the committee members have expressed 
interest in the amount of time that is required to dispose of a formal 
case. You made reference during the course of your statement to the 

uantity limit rule. Do you have recollection of the date on which 
the Commission instituted that particular proceeding in the formal 
record ? 

Mr. Sureny. That date, as I recall it, was in 1952, and I am sure 
your memory is much better than mine, because I have depended on it 
m7 sae I think you can give me the exact date. Was it 
April 7? 

Mr. McIntyre. I believe it was issued in February, effective April 7. 

Mr. Sueeuy. I believe that was to become effective April 7. 

Mr. McIntyre. In 1952? 

Mr. Sueeny. 1952. 

Mr. McInyre. And what has become of that proceeding? 

Mr. Sueeny. It has been through the courts and is presently back 
in the district court. 

Mr. McInryre. It is not settled, is it? 

Mr. Sueeny. That is correct. 

Mr. McIntyre. And is it effective? The rule, is it effective? 

Mr. Sueeny. No. 

Mr. MoInryre. It will not be until it is finally settled in court? 

Mr. Sueeny. I believe that is correct. In its present posture, 
certainly that is correct. 

Mr. MoInryre. And it was issued more than 3 years ago? 

Mr. Suereny. Yes. 

Mr. MoInryre. Thank you. 

Mr. Roosrveir. Mr. Steed would like to ask a question. 

Mr. Streep. We have had quite a bit of testimony about the turn- 
over of dealers, with many reasons given as to why that turnover 
is very high. Does your study indicate the extent, percentagewise 
of the turnover of dealers? 

Mr. Suezuy. I doubt that we have sufficiently broad data in these 
regional investigations that we have made to base any particular 
figures on, Mr. Congressman. I would be glad to have hia checked 
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from that point and see if we can, but I doubt that we could base any 


substantial figures on it. 
Mr. Steep. I thought perhaps if you did have it available, it would 
be either explanatory or corroborative of what we have been told. 
Mr. Suerny. It would be entirely by areas if we have it, but I shall 


check and see if we do. 
Mr. Roosreveur. Mr. Arnold? 
Mr. Arnotp. Mr. Sheehy, could you tell me when the fieldwork on 


this investigation was completed ? 
Mr. Sureeny. Again I shall have to refer to Mr. Babcock on that. 
Mr. Bascock. A year ago. 
Mr. Sueeny. About 1 year ago. 
Mr. Bascock. A year ago next July. 
Mr. Roosevetr. Just for the record, may we have Mr. Babcock’s 


full title ? 

Mr. SuHeeny. Harry A. Babcock, Director, Bureau of Investigation, 
Federal Trade Commission. 

Mr. Roosreveur. Mr. Sheehy, on behalf of the committee we want 
to thank you and Mr. Babcock very much for your courtesy and for 
your informative help to the committee this afternoon. 

Mr. Sueeny. Thank you very much, Mr. Chairman, and I wish to 
assure you the Commission will be very happy to cooperate with your 
committee in every way if there is any additional information that 
you desire. 

Mr. Roosevett. Thank you very much. 

(The following information was supplied later :) 


FEDERAL TRADE COMMISSION, 
BUREAU OF LITIGATION, 
Washington 25, May 6, 1955. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

Dear Mr. Roosevett: During the course of my testimony before your sub- 
committee on Tuesday, April 26, 1955, five requests for further information 
were made by you, Representative Sheehan, and Representative Steed. The 
following is submitted in compliance with those requests. 

At pages 1109-1110 of the transcript you expressed a desire to know the cases 
in which the Commission had instituted corrective action with respect to rubber 
and oil companies... The following list is submitted in response to your inquiry: 

1. The Goodyear Tire & Rubber Company, 22 F. T. C. 232 (March 5, 1936), 
92 F. (2d) 677 (November 5, 1937), 304 U. S. 257 (May 16, 1938), 101 F. (2d) 
620 (February 16, 1939). 

2. United States Rubber Company, et al., 28 F..T. C. 1489 (April 25, 1939). 

3. American Oil Company, 29 F. T. C. 857 (September 9, 1939). 

4. Standard Oil Company (Indiana), 41 F. T. C. 263 (October 9, 1945), 172 
F. (2d) 210 (March 11, 1949), 340 U. 8. 231 (January 8, 1951), OCD modified by 
Commission (January 16, 1953, Docket No. 4889). Now pending in CCA-7 on 
petition of respondent of March 7, 1955, to review. the Commission’s modified 
order. 

5. The Rubber Manufacturers’ Association, Inc., et al., 44 F. T. C. 453 (Feb- 
ruary 2, 1948). 

6. Atlas Supply Co., et al., 48 F. T. C. 53 (July 19, 1951). 

7. Shell Oil Company, Docket No. 6051, {OCD issued March 23, 1953). 

Copies of the complaints, findings, and orders in the above cases are submitted 
herewith to the extent that they are present available. 

At pages 1114~1115 of the transcript you inquired whether commission sta- 
tions handled TBA products other than those sponsored by the oil companies 
with which they are affiliated. y 

A commission service station is one which is owned by an oil company, either 
in fee or under lease and which is operated by a manager employed by the oil 
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company under a contract terminable by either part on 24 hours’ notice. The 
manager is paid on a commission basis. Such a station is used whenever an 
employer-employee relationship is desired in order to control the details of 
operating the station. Gasoline is consigned to the manager and he receives a 
commission on each gallon sold. Other products, including TBA, are usually 
purchased by the manager on his own account. Profits from the sales of these 
other products provide a part of the manager’s income and are taken into con- 
sideration by the oil company in fixing the rate of the manager’s commission on 
gasoline sales. 

Field investigation was not pursued extensively in this area because of the 
relatively small number of commission stations in operation at that time. As to 
the major oil company whose practices in the operation of this type of station 
were most thoroughly investigated, approximately 5 percent of its stations were 
operated on a commission basis. 

All of the commission stations of this company handled the sponsored TBA 
products, but it is not known whether or not they carried them exclusively. 
However, certain facts were developed which bear on this problem. 

The operator, or manager as he is called, is an employee as to the gasoline 
handled. The oil company’s manual covering the operation of its commission 
stations provides that managers must carry a complete stock of the sponsored 
TBA products. The oil company’s contract with its commission station man- 
agers provides that the managers have the right to purchase for their own 
account, from the oil company, or from such others as he may choose, and sell 
at the station, such other merchandise as the oil company may approve. Field 
investigation revealed that the oil company had sent letters to the managers of 
its commission stations stating that they could purchase TBA products from 
anyone they chose. 

It is stated in my testimony that a single oil company during an 18-month 
period was paid total override commissions by 2 rubber companies of almost 
$5 million. At pages 1119-1120 of the transcript, Mr. Sheehan asked what pro- 
portion that $5 million was of the total gross income of the oil company. 

The major oil company referred ‘to is fully integrated and had a gross income 
from all activities of nearly $1,500 million, and a net income of almost $180 
million for the calendar year included in the 18-month period. The oil company 
estimated that about one-third of its override commissions was profit. 

At pages 1125-1126 of the transcript, you asked to be furnished material 
relating to the trade practice conference proceeding in connection with the 
petroleum industry. 

The Commission on January 4, 1929, authorized a trade practice conference 
for that industry in response to an application by the American Petroleum 
Institute. Subsequently, a conference was held under Commission auspices 
and the rules for the industry were promulgated by the Commission on July 
25, 1929. Thereafter, amendments to the rules were effected and promulgated 
on February 3, 1931, and August 10, 1931. On September 5, 1937, the Com- 
mission announced the rescission of the rules. 

Attached hereto will be found copies of the original rules, the amendments, 
and the rescission. 

At page 1128 of the transcript, Mr. Steed stated that he would like to know 
what our investigation revealed as to turnover among station operators. 

Turnover among filling-station operators was not investigated in any detail. 
However, one oil company estimated that its rate of turnover was from 17 
percent to 20 percent each year, but it does not appear what types of stations 
were included. In one district of another oil company, the rate of turnover 
of commissioned and leased station operators was 39 percent in a 1014-month 
period. Our information is not broad enough to support a conclusion as to 
whether or not these two percentage figures are typical. 

The above, I believe, furnishes as nearly as possible all supplemental infor- 
mation which was requested. 

It is a pleasure to cooperate with your subcommittee and I want to thank 
you, the other members, and the staff for their many courtesies. 

Very truly yours, 
JOsEPH E. SHEEHY, 
Director, Bureau of Litigation. 


The committee will hear Mr. George Burger, of the National Fed- 
eration of Independent Business. 
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Will you raise your right hand, please, sir? Do you solemnly 
swear that the testimony that you are about to give before this com- 
mittee is the truth, the whole truth, and nothing but the truth, so 
help you God ? 

Mr. Burcer. I do. 
Mr. Rooseve.t. You may proceed. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS, WASHINGTON, D. C. 


Mr. Burcer. I am George J. Burger, vice president in charge of 
legislative activities, National Federation of Independent Business, 
740 Washington Building, Washington, D. C. Our national head- 
quarters are located in Burlingame, Calif. We also maintain division 
offices at New York, Cincinnati, and Chicago. 

For the information of the committee, we have in the field ap- 
proximately 200 or more sales representatives who are in personal 
daily contact with small business nationwide. Through this we are 
able to get the factual information from the “grassroots.” 

In their daily visits it goes without question that they must be 
in contact with all independent factors in the automotive servicing 
field. 

Further, I have been an independent member of the automotive 
industry for close to 50 years, and through this it gives me the full 
knowledge of the basic serious problems facing independent factors 
in that industry. 

It will be noted in a report issued by the Senate Small Business Com- 
mittee in 1941, Senate Committee Print No. 3, Small Business Prob- 
lems of the Tire and Rubber Manufacturers and Retailers, from which 
report I am quoting a section which applies to the subject matter be- 
fore this committee, namely, the control exercised by the major oil and 
rubber companies over the independent trade. Such report, at the 
suggestion of the committee, originated with the writer as a result of 
a national survey. I quote: 


Masor Rupsperk MANUFACTURER-Masor Ort ComMPpaNy TiEe-Ups 


Despite the fact that the major petroleum marketers proclaim their stations 
are largely operated by independent businessmen it is not difficult to discover 
that so far as having the right to select a brand of tires is concerned this inde- 
pendence is in reality nonexistent. Dealers admit that the oil companies do not 
go so far as to send out any letter or written order demanding that the leased 
stations refrain from handling any specific line of tires. But, as one dealer 
wrote: “Here is what happens to those leased stations. If they want a man 
badly enough, if he is a good boy, stands on his hind lengs, jumps through the 
hoop, and rolls over, they charge him, for example, from $50 to $100 a month for 
his lease. But Lord help him if he attempts to display his independence. In 
that event they say, ‘all right, you handle any lines of tires, batteries, or tubes 
you want, but from now on your rent will be $350 per month. So take your 
choice.’ ” 

Other dealers report that in certain instances they had definite proof of threats 
to cancel leases unless unwanted brands of tires are removed immediately. The 
means of keeping the leased-station operators in line seems chiefly to be threats to 
jump rents or cancel leases. 

Additional evidence of the widespread control exercised by the four major tire 
manufacturers through their major oil company connections over the tire- 
through-oil-station distributor setup, is derived from the following. There are 
an average of 274 filling stations selling tires and tubes in each dealer’s locality 
us reported in a recent survey conducted by the writer. Of this number, on 
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the average, only 60, or about 22 percent, were said to be free to buy their tire 
and tube requirements where they wanted while 214, or approximately 78 per- 
cent, were not free. 

Further proof of the extensive control which the four major tire companies 
wield over the filing-station field through their exclusive supplying contracts is 
found in a compilation of the relationships reported. Of 15 tire-oil company 
hookups, the major tire manufacturers control 13, and 2 smaller companies, 
1 each. 

The following are the reported distributor relationships existing between 
the major tire and major oil companies : Goodrich—Texas, Gulf, Magnolia; Fire- 
stone—Union, Texas Magnolia; Goodyear—Richfield, Shell, Gulf, Sinclair, and 
Magnolia; and United States—General Petroleum, American, Magnolia, Sun 
Oil, and Socony Vacuum. Of course it must not be forgotten that the last 
named of these tire companies is one of the greatest, if not the greatest, pri- 
vate brand-for-oil company manufacturer in the industry, producing Atlas tires 
for Standard Oil of New Jersey and the Humble Oil Co., as well as Acme tires 
for the Cities Service stations. 


SPECIAL ARRANGEMENTS EXIST 


When asked whether or not they believe there were any special arrangements 
that the major petroleum companies had with the major tire manufacturers 
in the matter of deferred payments on tires and tubes sold to the consumer 
through leased or owned filling stations, dealers cited the credit cards which 
are accepted only on approved brands of tires. Whether or not the oil company 
carried the burden of the credit assumed on these sales or whether the tire 
manufacturers did was not made clear. However, these cards have a double- 
edged effect; in the first place they tend to discourage consumers from buying 
any Other than the approved brand of tires from stations they may patronize 
and, in the second place, they make it most attractive for leased station operators 
to handle the line of tires specified, thereby discouraging buying of other makes 
of tires. In some sections it was reported that certain rubber manufacturers 
had set up full budget departments on some of their leased station premises. 

The Federal Trade Commission, in a report prepared for the Temporary 
National Economic Committee, stated that “Investigations and complaints 
brought by the Federal Trade Commission have gone a long way toward elimi- 
nating the practice of tire companies of granting overriding commissions to the 
oil companies for permission to sell their stations tires and tubes”— 


that was made, I think, to the Temporary National Economic Com- 
mittee, Mr. Chairman, around 1938 or 1939, somewhere around there— 
I remember when it was debated, at the time when your father was 
the President of the United States— 


“dealers feel that the major oil producers must still be receiving a quid pro 
quo for their efforts to induce their stations to handle only acceptable lines.” 

One dealer says he has actual knowledge that one major tire manufacturer 
had, until 6 months ago, a petroleum company connection and allowed that oil 
concern a 10-percent cutback for the privilege of selling its retail outlets. Other 
dealers report that mutual agreements exist whereby the tire companies are 
able to purchase their oil and gasoline requirements at prices lower than those 
accorded oil-station operators. Still others report, as proof of the existence 
of overriding arrangements, that where the rubber company sells direct to 
leased gas stations the billing is done on industry program, but where the oil 
company bills its station lessors it receives dealer prices, and the rubber com- 
pany pays its dealers the delivery commissions. 


Our observation is that the situation has not improved, but on the 
other hand, the condition is even more serious today than it was at the 
time of that report in 1941. 

It is interesting to note that during the period from 1941 to the 
preset time the findings in the overall report have never been chal- 
enged as being incorrect. 

_ It is my belief that at the very moment the Federal Trade Commis- 
sion must be cognizant of this control exercised by major rubber- 








570 DISTRIBUTION PROBLEMS 


= companies in what appears to be a definite violation of the antitrust 
aws. 

Finally—there is only one correction which should be made, and 
such recommendation should emanate from this committee—namely, 
the complete divorcement of producers and manufacturers operating 
their own establishments in the retail field. In no other way can 
there be a future, or an incentive for independents to carry on their 
rightful business in the automotive servicing field. (This would 
ear apply to the oil producers and the rubber-tire manufac- 
turers. 

Mr. Chairman, I was very much concerned and interested in the 
statement of Mr. Sheehy in regard to the order of the United States 
Rubber Co. If I am wrong in my observation, I want to be corrected. 

I had a lot to do with the mechanics of the United States Rubber 
Co., merely as an outsider in consultation. It originated in 1936, 
shortly after the Robinson-Patman Act became a law. The Goodyear 
Tire Co., through its president, Mr. Richfield, had canceled the Sears, 
Roebuck contract that had to run till 1941. Mr. Richfield personally 
stated, the present chairman of the board, that they could not justify 
the price under the law. Thirty days, Mr. Robinson, then president 
of the B. F. Goodrich Co., canceled 50 percent of the Atlas contract, 
which was Standard Oil of New Jersey, in that he said that they could 
not justify the price under the law. 

Shortly thereafter, the United States Rubber Co. took up that 50 
percent cancellation of that contract, which gave them 100 percent 
control of what today is probably the largest contract of its kind in 
the Nation, the Atlas tire. 

Now, when the United States Rubber Co. took up that contract, 
shortly thereafter, on January 1, 1937, they announced that from that 
moment on, they would have three customers to conform with the 
Robinson-Patman Act. I was the only single person in the United 
States that was consulted on the deal. Why? Because of my interest 
in the independent dealers at that time. 

So the arrangement was that the car manufacturers, the mass dis- 
tributors, and the dealers would all buy from the mill at the one price. 
It was the answer to the maiden’s prayer. As I told the chairman of 
the board of the United States Rubber Co., and its vice president, “If 
that contract relationship carries out, it will be as valuable to a tire 
dealer in the United States as a seat on the New York Stock Exchange.” 

And it was only a short time thereafter that the contract was being 
breached by the United States Rubber Co., resulting in cease-and- 
desist orders, as I believe Mr. Sheehy brought up here this afternoon, 
of 1939 and 1940. 

Now, there were certain violations of the Robinson-Patman Act, and 
we have been asking for 15 years: “When was that order ever lived 
up to?” 

Pf that order had been enforced to the limit, I think that this com- 
mittee or its counterpart would not be plagued with the plea from 
dealers of price differenials and cutbacks and whatnot that has been 
goingon. Thatisthetruth on that, Mr. Chairman. _ : 

Now, in regard to this situation that we find coming into this, this 
situation we found in 1941—and that committee was then headed by 
Senator James Murray, of Montana, and Senator Taft was a member 
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of that committee, Senator Maloney, Senator Ellender, Senator 
Stewart, Senator Capper, and that report has never been challenged, 
and I will say this much for the information of the committee, that the 
condition today is even more dangerous than it was in 1940. 

Mr. Roosevett. Mr. Burger, may I ask you for your comment as to 
whether or not you feel that this committee should refrain from any 
action until the Federal Trade Commission has finished processing 
its present investigation ? 

Mr. Burocer. Mr. Chairman, small business of this Nation looks 
upon this committee and its counterpart as its savior, and we want no 
deferring action upon the part of the Small Business Committee. 

We insist, or respectfully request, that you continue into a thorough 
investigation of the whole basic problem and not wait for any other, 
because we have been waiting now under the law, with no disrespect 
of the Commission—we have been waiting for the relief since 1936, 
and we haven’t seen it come. 

Mr. Roosrvetr. Mr. Steed ? 

Mr. Sreep. No questions. 

Mr. Rooseve.t. Mr. Sheehan? 

Mr. SHEEHAN. No questions. 

Mr. Roosevett. Mr. Arnold? 

Mr. ARNOLD. No questions. 

Mr. Roosevett. Mr. MacIntyre? 

Mr. MacIntyre. No questions. 

Mr. Roostvett. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Roosevetr. Thank you very much, Mr. Burger. We appreciate 
your coming and your presentation. 

Mr. Burcer. Thank you very much. 

Mr. Roosrvett. The committee will now stand in recess, subject to 
the call of the Chair. , 

(Whereupon, at 3:35 p. m., the subcommittee adjourned, subject 
to the call of the Chair.) 


65262—55—pt. 1——-37 
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TUESDAY, MAY 10, 1955 


Hovse or REPRESENTATIVES, 
Suscommirree No. 5 or THE SeLect COMMITTEE 
To Conpucr a Srupy anp INVESTIGATION OF 
THE ProsLteMs oF SMALL Business, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:55 a. m., in room 
429, Old House Office Building, Washington, D. C., Hon. James Roose- 
velt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt and Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosevetr. The committee will come to order, please. 

For the information of the members of the press, the committee 
this morning will hear from the vice president of the Standard Oil 
Company of Ohio, Mr. Elliott, and he will be followed by three dealers 
after that, if we have not adjourned for the morning. If so, in the 
afternoon we will hear from Mr. William Hull, who is accompanied 
by the executive vice president of the Ashland Oil & Refining Co. 
After Mr. Hull will be Mr. Charles Guzzo, vice president in charge 
of domestic marketing of the Gulf Oil Co., and Mr. Young and Mr. 
Vaughn, who are dealers for Gulf Oil Co. The committee plans to 
go probably to about 12:30 p. m. or 12:45 p. m. this afternoon and 
then will recess until 2: 30 p. m. this afternoon, and for the convenience 
of those witnesses who were kind enough to come in today we will hold 
our afternoon session as long as necessary to complete the hearing this 
afternoon. 

I might add that we have an important bill in the House today, the 
statehood bill for Hawaii and Alaska, and the tactics on the floor may 
require a number of rollcalls, in which case we just have to get down 
and answer to our names and come back. But we will make it as: 
expeditiously as possible. 

At this time, if Mr. Elliott would come forward. Would you raise 
your right hand, sir. 

Do you solemnly swear that the testimony which you are about to 
give before this committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Exxiorr. I do. 

Mr. Roosevett. Mr. Elliott, as you well know, this is not in any 
sense a trial. This is a committee meeting to ascertain facts. We 
will try not to interrupt you in your statement, but if you will bear 
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with us, if a particular part of your statement comes up, the committee 
members may ask you to yield for a question or two as you go along. 


TESTIMONY OF S. H. ELLIOTT, VICE PRESIDENT OF THE STANDARD 
OIL CO. (OHIO) 


Mr. Ex.izorr. Whatever you like. We are here to help the commit- 
tee and it is perfectly all right with us. 

My name is S. H. Elliott. I am vice president in charge of sales of 
the Standard Oil Co. (Ohio). I should make clear at the outset that 
our company has no connection whatsoever with any other Standard 
Oil company but is independent in every respect, that is, as to owner- 
ship, management, and operation, of any other “Standard Oil” com- 
pany, and indeed competes with many of them in the Ohio market 
where we operate. 

I appreciate sincerely the opportunity to be heard in this forum 
which is devoting itself to consideration of a most important segment 
of our economy, namely, the marketing of petroleum products. I am 
here representing 11,000 employees, some 35,000 stockholders, and 
about a million consumers of petroleum products whom we serve. In 
a real sense, I am also here in the interest of some 4,000 dealers who 
handle our products because, as I hope to make clear by my remarks, 
we are vitally concerned with the current and long-range economic 
welfare of our dealers. It would be foolish to be otherwise because 
the fact is that they account for the great majority of our retail sales. 

We have been following with considerable interest the testimony 
that various dealers and dealer representatives have given in these 
hearings and we are naturally pleased with the complimentary things 
that have been said about our company as to its relationship with its 
dealers. In fact, one witness referred to the Standard Oil Co. (Ohio) 
as a “model company” so far as its dealer relationship is concerned. 
On the other hand, some witnesses have complained that dealer mar- 
gins have been adversely affected by reason of the fact that we have a 
number of company-operated service stations. The dealer’s objection 
to our company-operated stations centers around the claim that we 
set prices for gasoline at artificially low levels which narrows the 
—— margin in Ohio and prevents dealers from selling gasoline at 
a profit. 

These claims are not borne out by the facts and we welcome this 
opportunity to explain how our service-station prices are actually 
established. The fact is that gasoline prices at our company-operated 
stations are not arbitrarily set by our company, but are established by 
competitive forees in which the dealers themselves play a dominant 
role. Actually, we try to establish prices as high as competitive forces 
will permit, which obviously is in our interest as well as in the interest 
of our dealers. 

These company-operated stations by establishing high standards of 
customer service, promote acceptance of Sohio brands by the motoring 
public. This, in turn, benefits Sohio dealers by increasing the volume 
of their gasoline sales. Furthermore, in our experience many of our 

dealers and company employees have acquired their basic train- 
mg in these stations. Any idea that we operate these stations at a loss 
which is subsidized by profits from other departments of our company 
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is not true. The fact is that over the years our cost of operating 
stations with our own employees has been and is less than the dealer 
margin. In other words, if we considered all of our company stations 
as one big dealer they have made a profit on the same margin available 
to dealers generally. 

It will be my purpose, therefore, to present a picture of the Ohio 
market, the position of our dealers in that market, the economic forces 
which determine price levels and the way our company reacts to them. 

While Ohio represents about 114 percent of the land area of the 
country it consumes more than 5 percent of the gasoline. The gasoline 
consumption in Ohio is about 80 percent as great as gasoline consump- 
tion in all of Canada. More gasoline is consumed in Ohio than in any 
of the adjoining States, including Pennsylvania. The gasoline con- 
sumption per square mile in Ohio is almost 4 times the average for the 
country asa whole. And, of course, substantially exceeds that of any 
adjoining State. This concentration of consumption helps to keep 
distribution costs low and brings competition to a high pitch. The 
forces that work in the Ohio market have resulted in lower prices of 
gasoline for the consumer. A recent study* shows that over the last 
10 years the retail price of gasoline in Ohio has been 1.4 cents less than 
the average of prices in surrounding States. Our calculations indi- 
cate that in this 10-year period Ohio consumers have benefited to the 
extent of over a quarter of a billion dollars because of the free inter- 
play of economic forces which have resulted in the lower prices in 
Ohio. 

Our company products are distributed at retail through 361 com- 
pany-operated stations and 4,000 dealers. These dealers handle 69 
percent of our total retail gasoline volume. Eighty percent of these 
dealers own their stations or lease them from parties other than the 
Standard Oil Co. The other 20 percent, or 721 dealers lease their 
stations from our company. We quote a tank-wagon price to these 
4,000 Sohio dealers, and they set their own retail prices. We, of 
course, establish the retail prices at our company-operated stations. 
Our dealers and company-operated service stations are in competition 
with about 10,000 fhe service station outlets in Ohio, consisting of 
dealers of other major brand refiners, dealers of major brand jobbers, 
and so-called unbranded or private brand stations. The prices set 
by our dealers and the prices we establish at our company-operated 
stations are determined by the tremendous ebb and flow of the economic ° 
forces resulting from over a million people shopping for and buying 
gasoline every day. 

In this market we are concerned with three price levels: (1) The 
refiner’s prices to jobbers, ©) the prices at which dealers buy their 
gasoline, known as the dealer tank-wagon price, and (3) the retail 
service-station prices to consumers. In most areas in Ohio at present 
our price to jobbers is 12.85 cents; to dealers, 15.6 cents; at company- 
operated stations 19.9 cents a gallon, all excluding 7-cent State and 
Federal taxes. 

I want to say parenthetically that they were the prices at the time 
we wrote this memorandum which was last week. Since then the 


16. a entitled “The Standard Oil Co. (Ohio),” by F. 8S. Moseley & Co., dated February 
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prices have changed somewhat but they have not changed enough to 
affect the general character or the general intent of what I have to say. 

The pricing of petroleum products is a difficult and complicated 
process, and I know of no area where there is such a widespread mis- 
understanding of what actually takes place. For example, we noted, 
with considerable interest, the fact that Mr. William D. Snow, gen- 
eral counsel for the National Congress of Petroleum Retailers, Inc., 
in testifying before this committee undertook to explain how the Paka 
of gasoline is established in Ohio and referred to a study made by 
Dr. Edmund P. Learned, professor of business administration at the 
Harvard Business School. It was a study of the price practices and 
policies of our own company. 

When Dr. Learned undertook this study we opened up our com- 
plete files and records to him which included all of our correspondence 
on prices, price surveys, market data and sales and expense records. 
The study was, therefore, based upon the actual facts which existed 
in the Ohio market over the 10-year period from 1936 to 1946. I per- 
sonally can and do vouch for these facts. Dr. Learned’s interpreta- 
tion and conclusions were entirely his own. Incidentally, this study 
has been generally recognized by economists as a unique and authorita- 
tive contribution to an understanding of the complicated forces affect- 
ing gasoline pricing. 

We felt, on reading Mr. Snow’s testimony, that he misconstrued 
Dr. Learned’s interpretations and conclusions. Accordingly, we sent 
Mr. Snow’s testimony to Dr. Learned, who by the way is still a pro- 
fessor at Harvard Business School and is a recognized authority on 
the economics of marketing, and we asked him for his comments. I 
have his reply, dated May 5, 1955, which I would like to read to you 
and place in the record. 


CAMBRIDGE, Mass., May 5, 1955. 
Mr. S. H. Ettrorr, 
The Standard Oil Co. (Ohio), 
Cleveland 15, Ohio. 


Dear Mr. Evvriorr: At your suggestion I have reviewed the recent testimony 
of Mr. William D. Snow on March 30, 1955, before the United States House 
of Representatives, Subcommittee No. 5 on Distribution Problems of the Se- 
lect Committee To Conduct a Study and Investigation of the Problems of Small 
Business, in which he made reference to my article, Pricing of Gasoline: A 
Case Study, published in the Harvard Business Review in 1948. 

In his first reference to my article, Mr. Snow stated that it tended to show 
- that Sohio’s pricing policies were in response to market pressures. In this re- 
spect he is essentially correct. However, he uses the words “tended to show” 
whereas the material in the article clearly demonstrates that the prices are 
actually made in response to market pressures. 

Mr. Snow then went on to state that my study very clearly shows that in 
establishing prices for petroleum products companies begin with the “retail 
price” and fix the “highest price the traffic will bear to move the amount of 
gasoline required to be moved.” By references to my study he endeavors to sup- 
port (a@) his conception of how prices are established, and (b) his contention 
that your company sets the dealer margin as low as possible. 

Mr. Snow has not quoted my article accurately and has certainly drawn un- 
warranted inferences from it. There is nothing in the article to the effect 
that your company starts the pricing process at the retail level, in the manner 
described by Mr. Snow. On the contrary, it is evident from my study that your 
company has to make and does make separate evaluations of the market forces 
at the jobber level, at the dealer tank-wagon level, and at the retail level. Nor 
is there anything in my study to support Mr. Snow’s contention that your 
company pursues a policy designed to hold the dealer margin at the lowest 
possible level. In fact, there is much evidence to suggest the opposite conclusion. 

In order that there can be no doubt about my findings and conclusions as they 
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bear on the subject before the committee, let me call the attention to the 
following highlights taken from the text of the article. 

“The policy of the company with respect to the spread between S. S. and 
dealer prices is (1) to follow the retail competitive market in quoting a service 
station price, and (2) to quote a dealer price that measures the competitive forces 


at work in the jobber or supplier market. * * * Markets, not company costs, 
make both these prices.” 


In my final summary and conclusions I asked what does the above description 
of the pricing of gasoline by a so-called price leader add up to? I quote again, 
as follows: 


“As a semiintegrated company, selling to dealers as a jobber and to consumers 
as a retailer, Sohio has two separate markets to appraise. Economic forces in 
these markets to a considerable degree are focused on local areas. Local retail 
dealers set the different patterns which the company has to meet as a retailer. 

“In the retail market the company is more aptly described as a follower than 
as a leader. While it does quote a retail service-station price at a varying 
figure above its dealer price, it cannot make others follow this price. It does not 
believe in asking its own dealers to follow, and many do not. Company dealers 
of course are in competition with other dealers in the local area. The market 
forces set an upper limit on the prices which all these dealers can charge in the 
long run. Temporarily, one may charge more than the others, but he will 
liquidate his position unless he has some special service or location appeal for 


customers. Thus, the company cannot state a price which is far above the levels 
which other dealers charge.” 


You will recall that in the preparation of this study I had access to all of 
your files and records and that I was free to draw my own conclusions. The 
purpose of the article was to give the facts to economists and the general public. 

While the above quotations set forth some of the salient facts and conclusions 
which should serve to correct the erroneous impression of my study conveyed 


by Mr. Snow’s testimony, the article in its entirety would, of course, speak for 
itself. 


Very sincerely yours, 
(Signed) Epmunp P. LEARNED. 

Mr. Roosevett. The committee will accept it as an exhibit to go 
with your testimony. 

Mr. Exx1orr. I would like also to offer in evidence a reprint from 
the Harvard Business Review of November 1948 of Dr. Learned’s 
article entitled “Pricing of Gasoline: A Case Study.” 

We agree with the conclusions of this study and it is our judgment 
that the same competitive forces are at work in today’s market that 
are described in the report. Our problem in establishing prices is 
to constantly evaluate and respond to the competitive forces at work 
simultaneously at each of the three price levels that I mentioned 
earlier. 

Although the impression seems widespread, to judge from some of 
the testimony given before your committee, that our company is the 
price leader in Ohio, it is quite significant that Dr. Learned found 
the actual fact to be that in establishing service-station prices we are 
more accurately described as a price follower than a price leader. I 
can vouch for the correctness of Dr. Learned’s conclusion in this re- 
gard from our actual experience. We have found that competition 
establishes the price levels; we must determine what those levels are 
and set our prices accordingly. 

The competitive forces operating in the Ohio market can best be 
seen in the many different service-station prices which exist today. 
Each quarter we make a complete survey of all posted service-station 
prices in Ohio for the purpose of evaluating the level of the prices 
posted at our company-operated service stations. Our latest survey, 
which was completed at the end of March this year, revealed that out 


‘of about 14,000 outlets in the State there were 2,208 posting gasoline 
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prices above those of our company-operated service stations. How- 
ever, 40 percent of these were giving special price concessions in the 
form of discounts, premiums, or trading stamps. There were also 
2,244 stations posting the same prices as those at our company-oper- 
ated stations but giving special concessions in the form of discounts, 
premitims, or trading stamps. In addition there were 887 service 
stations which were posting gasoline prices below those of our com- 
pany-operated stations. Thus there were 22 percent of the retail out- 
lets in the State offering gasoline for sale at actual prices below those 
posted in our company-operated stations. These figures do not in- 
clude secret discounts which we know exist on a widespread scale but 
which we cannot measure. Altogether there were 5,339 service sta- 
tions or almost 40 percent of the stations in Ohio with open prices 
either above or below the prices at our company-operated stations. 
These, gentlemen, are the facts which reveal the true picture of the 
retail gasoline market in Ohio, 

This disparity in prices can be illustrated quite well by taking a 
look at the Cleveland area. In this area there are 41 different posted 
service station prices for regular-grade gasoline, ranging from 23.5 
cents to 31.6 cents, including tax, a variation of over 8 cents a gallon. 
In addition, about 60 percent of the Cleveland dealers give trading 
stamps which represent a substantial further variation from the 
posted price. 

Certain conclusions are obvious from these quarterly surveys: 

1. In the first place it is perfectly clear that there is no such thing 
as one uniform price for gasoline in Ohio. Our company has posted 
prices for gasoline at its own company-operated stations from which 
we do not vary either in the form of discounts, trading stamps, or 
premiums. On the other hand, as the figures show our dealers and 
the dealers of other companies quite properly use their own business 
judgment and initiative in determining and fixing their own prices 
at their own stations. The eternal struggle for competitive advantage 
accounts for the various price differentials. In order to get a greater 
volume of business, some dealers in a particular locality may charge 
prices below those generally prevailing, while others may give stamps 
or premiums to accomplish the same result. The idea of a uniform 
prevailing price is, on the record, pure fiction. 

2. The prices we post at our company-operated service stations do 
not control the prices charged for gasoline in Ohio. This should be 
obvious without the facts shown in our quarterly surveys because these 
— represent only 214 percent of the total number of outlets in 
the State. 

We believe that the dealers and their representatives who have 
expressed their ideas to you are undoubtedly sincere but that they do 
not appreciate the complexities of the competitive forces that, are at 
work. The plain truth is today, as Dr. Learned pointed out in his 
study in 1948, that our company is a price follower and not a price 
leader in the Ohio retail market. 

The term “dealer margin” is generally understood to mean the dif- 
ference between the prevailing tank-wagon price and the prevailing 
retail price. In Ohio it has been defined before this committee as the 
difference between the Standard Oil of Ohio tank-wagon price and 
the retail price at its salary stations. On this basis the current dealer 
margin in Ohio is 4.3 cents for regular gasoline and 5 cents for 
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premium gasoline. Actually there is no such thing as a fixed dealer 
margin in Ohio or in any other area because of the fact that the 
dealer, as we have seen, sets his own prices and, therefore, his own 
margin. For example, we have calculated that the average dealer 
margin in the State of Ohio on regular gasoline is not 4.3 cents but 
4.12 cents which takes into account the lower prices which dealers 
charge as well as trading stamps and other giveaways which they use 
to build up their business. It doesn’t take into account secret dis- 
counts because there is no way of measuring this. The obvious fact, 
therefore, is that to some extent at least the amount of the dealer 
margin is in the dealer’s own hands. 

Comparison has been made between the dealer margin in Ohio and 
in other States, pointing out that the Ohio margin is lower than the 
national average. I don’t have the facts on markets other than 
Ohio but I’m quite sure, based on our own experience, that the higher 
the nominal margin is, the more the dealers will give away in the form 
of price concessions of one kind or another. Hence, margins outside 
Ohio are undoubtedly substantially lower than they appear to be. 
I understand, for example, that in New York City there is a nominal 
margin of 8 cents per gallon but that only out-of-town purchasers are 
naive enough to provide this margin for the dealers and most of the 
gasoline is sold at substantially lower prices than the posted price. 

On this particular point I would like to quote to you a statement 
made by Mr. James V. Cresente, president of the Cleveland Gasoline 
Dealers Association, who appeared as a witness in these proceedings 
on March 29. Mr. Cresente wrote an article in the July 1954 issue 
of Gasoline Dealers and Garage News on the subject of trading 
stamps, urging dealers to give up the practice because they were in 
effect unnecessarily giving away part of their profits. In this article, 
Mr. Cresente says: 

I am going to wind up with an old rhubarb the oil companies have been 
handing me for the last 2 years, and in this instance they are right. “Why 
give the dealers more margin, they only give it away.” Of course they are 
right. When you give stamps and other types of giveaways, you are giving 
your profits away. I shudder to think what would happen if the profit margin 
on gasoline were larger. You would probably find some dealers who would 
give it all away. 

Mr. Cresente himself has described far more eloquently than I 
could have done one of the ways dealers themselves reduce the margin 
available to them. 

Incidentally, this problem of trading stamps and other price dis- 
counts is not peculiar to the Ohio market. Just before I left for 
Washington the current issue of National Petroleum News came to my 
desk and I have it here with me. As you can see, the lead article 
deals with this problem of trading stamps and other price induce- 
ments and their effect on the petroleum industry. It is entitled 
“The $42 Million Giveaway.” The sense of this article is that dealers 
across the country are actually giving away $42 million of the margin 
which they could otherwise have. 

I would like to offer this to you. It may be interesting in explain- 
ing to you how this thing works. 

Although dealer margins are generally discussed in terms of cents 
per gallon, it is obvious that this is not the figure of real importance 
to the dealer himself. He doesn’t live on cents per gallon; he lives 
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on dollars per month. Therefore, the volume of business he does 
must be taken into consideration. Mr. Arthur Katz appeared as a 
witness before this committee on March 29 and stated that the dealer 
margin in Ohio had increased only from 4 cents to 4.3 cents over the 
period of time he had been in business, which was approximately 20 
years. Actually the 4-cent margin in effect when he started in busi- 
ness was an artificial margin established under NRA and when NRA 
was finally declared unconstitutional the margin immediately reverted 
to its prior level of 3 cents a gallon. However, taking into account 
the margins and volume of gasoline per outlet we have calculated 
that the dealers who lease our stations had an average income from 
gasoline alone in the period from 1936 to 1939 of $281 a month. On 
the basis of the margins and the volumes existing in the years 1953 
and 1954 the average gasoline income of these same dealers was 
$1,133 per month. In other words, the monthly income of our average 
leased dealer from gasoline alone over this period has slightly more 
than quadrupled. This does not take into account the margin which 
he earns on oil, tires, accessories, and so forth, which, in effect, would 
about double this figure. Hence, although the margins in cents per 
gallon may be somewhat lower in Ohio than in surrounding States, 
there is ample evidence to show that increased volume more than 
makes up in monthly income for any possible difference in the per 
gallon margin. 

Statements have been made before this committee that the national 
turnover of dealers is 3314 percent a year. The inference is drawn 
that this is the result of low margins. JI don’t know whether or not this 
turnover figure is accurate but I do know that for our company the 
annual turnover of dealers who lease our stations is 14 percent, which 
is almost exactly the same as the turnover rate for all retail business 
according to Department of Commerce figures. Hence, it would seem 
that there is no relationship whatever between dealer margin and 
dealer turnover. 

The facts are that with the interplay of economic forces in establish- 
ing the dealer margins in Ohio the average Ohio dealer sells more 
gasoline than the average dealer in the United States, has enjoyed a 
faster rate of growth in gasoline volume and has a gross dollar income 
which is substantially greater than the national average.” 

In short, since dealer margins are the difference between the whole- 
sale and the retail prices they are subject to the economic forces which 
establish those prices, the pricing practices of the dealers themselves 
being one of the dominant forces. 

I would like to comment on some of the proposals that have been 
made for new legislation before this committee. 

The question of divorcement has been raised before this committee 
from time totime. Although no dealer organizations have urged that 
this committee give serious consideration to any such drastic proposal 
that companies such as ours should be comipelied by law to give up 
ownership and operation of retail outlets, I want to make a brief com- 
ment on this subject. Without a solid core of retail outlets owned or 
otherwise secured, no oil company can continuously and prudently 
build and expand its refineries, its transportation facilities, or its crude 
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oil production. An assured outlet for products is the thing that makes 
low-cost operations possible clear back through the chain of operation. 
This, very simply, is what we call integration. It produces the lowest 
rossible costs and in the long run the best values for the customer. It 
is the magic that has made gasoline prices increase only 814 percent 
(without taxes) since 1925 while clothing has risen 63 percent, house- 
hold furnishings 67 percent, and food 73 percent. While there may be 
some difference of opinion as to whether or not food and clothing have 
increased in quality, it can be demonstrated that the gallon of gasoline 
you buy today will do half again as much work as the gallon you bought 
30 yearsago. Gasoline at the pump today is the biggest bargain in the 
market place. But without the assurance of continued ability to dis- 
pose of products in an economical manner through secured outlets, this 
would not be true. Apart from all other objections—and there are 
many—divorcement would indeed be of the greatest disservice to the 
American consumer. 

Another suggestion that has been made is that Federal legislation be 
adopted patterned after the so-called below-cost selling law of Mich- 
igan. If you will study the effect of this type of legislation, we believe 
you will be convinced, as we are, that it is not in the best interests 
of the consumer, the supplying companies, or of the dealers them- 
selves. One of the main reasons for this conclusion is that such laws 
operate as price-fixing devises with the inevitable increase in prices 
to the consumer. For example, the retail price of gasoline in Detroit 
last week, not including taxes, as 22.73 cents as compared with a 
retail price in Cleveland of-19.9 cents, or almost 3 cents a gallon dif- 
ference. As far as dealers are concerned, we have pointed out here- 
tofore that the important thing is the dollars per month and not the 
margin in cents per gallon and it is our belief that dealers earn more 
money on the average in Cleveland than they do in Detroit. In 1951 a 
below-cost selling law was proposed in the State of Ohio. At that 
time Mr. A. A. Stambaugh, the chairman of our board, testified in 
opposition to it. The arguments he presented, which represent our 
current thinking, are set forth in a report of the hearing of the State 
senate committee which I would like to offer for the record in these 
proceedings. 

It has been suggested to this committee that there is a need for 
national legislation which would fix the minimum length of dealer 
leases so that they would run for a term of not less than 3 years, or as 
suggested by some, 5 years. We are strongly opposed to any such 
legislation. This problem has many aspects that should be given 
careful thought. 

First let me explain our company’s practices in regard to properties 
we lease to our dealers. Almost all of our leases are for a period of 
1 year with provisions for automatic renewal, so that unless termi- 
nated by either party, they continue on from year to year. We lease 
a station to a new dealer for a 6-month trial period, after which he 
is given the station on a standard 1-year lease with automatic renewal 
provisions as described above. We have some leases running for longer 
terms, up. to 12 years, which we have given to dealers who have spent 
money improving their locations and needed the assured tenure to pay 
out of their capital investment. The length of term of our dealer 
leases has never been a problem. Most of our dealer leases are renewed 
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from year to year indefinitely. There has been no demand for longer 
term leases because of the mutual confidence that has developed be- 
tween our company and its dealers. 

Any legislation which would make it mandatory to give all dealers 
a lease of 3 or 5 years’ duration after an initial trial period, of say 
1 year, would impose a rigidity of contractual relationship which, we 
think, would have undesirable consequences from the dealer’s stand- 
point as well as our own. For example, a new lease dealer who had 
completed his first probationary year, who had proven himself to be 
mediocre or just average as a dealer, would be replaced by a new 
applicant if we had to choose between leasing the station for 5 years 
to the not-too-satisfactory dealer or to take a chance with a new 
man who might prove much better. Under our more flexible arrange- 
ments we can take a chance from year to year on developing many a 
young, inexperienced man into a good dealer. The rigidity of a manda- 
tory term law might very well deprive many a good potential dealer 
from successfully getting into the business and consequently would 
increase dealer turnover. 

On the other end of the age scale such a law might also work a dis- 
service to the good dealer who is physically slowing down. With the 
flexibility of a year-to-year lease we can continue with the dealer not 
taking too great a risk on his health. But here again, if we were com- 
pelled by law to choose between giving such a dealer a 5-year lease or 
replacing him, in many cases we would be forced to take the latter 
course rather than incur the risk that the business at this location 
would be seriously and perhaps permanently impaired. 

Any proposed legislation of this type would necessarily have to 
include for the protection of the lessor rather detailed provisions set- 
ting forth the grounds upon which such leases could be canceled for 
cause. Petroleum suppliers make investments in service stations for 
the sole purpose of establishing retail outlets through which to sell 
their petroleum products. When a company-owned service station, 
which represents a substantial investment in land, improvements, 
and equipment, is leased to a dealer the primary objective is to es- 
tablish a good representation at the location for its brands of petro- 
leum products. It cannot afford to have its brand acceptance dam- 
aged by a poor operation of the leased station over an extended 
period of time. It would be essential, therefore, in a mandatory lease 
arrangement to include protective provisions which would assure 
the lessor company certain standards of performance by the dealer 
operator. Violation of these standards would be cause for cancel- 
lation of the lease. Would this not, in practical effect, put the parties 
in substantially the same place they are now under voluntary lease 
arrangements? To the extent that coercion, interference, or other 
bad practices may exist under threat of cancellation of short-term 
leases today, the same practices complained of might very well con- 
tinue under the proposed legislation. In this sphere, as in others, 
we believe it is difficult to legislate morality. In passing it should be 
remembered that a 5-year lease becomes a 1-year lease at the end of 
the fourth year and the only absolute security for a dealer would be 
an uncancelable lifetime lease. 

Another important consideration which underlies our strong oppo- 
sition to legislation fixing minimum-lease terms as suggested by some 
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is that such legislation is designed to prevent practices of coercion 
and interference with dealer operations about which some witnesses 
have complained. We were of course naturally gratified that there 
were no complaints against our company in this regard and, thus, to 
verify that the company policies are being carried out in practice by 
our field people. We believe that if and to the extent that the prac- 
tices complained of do exist, present Federal laws are adequate to 
correct them. If, therefore, any remedy is needed we believe it 
should be found in the more strict observance and enforcement of 
existing laws rather than the adoption of new legislation, particu- 
larly since the new legislation suggested in this case would operate 
to impose inflexible lease provisions upon the innocent as well as 
the guilty. 

Your chairman’s letter of April 28 to me said that you would be 
interested in hearing our suggestions as to possible remedial action if 
there proved to be substance in some of the complaints that have been 
made before this committee. What you are doing here is to require 
that the cards be laid face up and examined; you are turning the 
searchlight of publicity on practices of oil companies in their rela- 
tionships with their dealers. I suspect that as a consequence of these 
proceedings every oil sales manager in the country has reexamined 
his dealer relationship with the intent of correcting any of the alleged 
abuses which might exist in his company. The strongest possible 
argument to eliminate abuses is the mutuality of interest between 
the supplying companies and their dealers and it is my belief that if 
abuses do exist they do not exist as a matter of company policy but 
rather as a matter of overzealousness of field sales managers. I have 
made it clear that we believe no additional legislation is required 
because the present laws are adequate. Such remedial action as may 
be required, in my opinion, is being taken through the very conduct 
of these hearings by your committee. 

T want you to know that my company appreciates your courtesy 
in listening to the testimony I have presented. And finally, I want to 
compliment this committee for its obviously fair-minded and un- 
prejudiced method of conducting this inquiry. I am sure you are per- 
formng a service not only to the dealers themselves but to the market- 
ing branch of the oil industry. 

(Certain documents submitted by Mr. Elliott were received and will 
be found in the files of the subcommittee. ) 

Mr. Roosevett. Mr. Elliott, thank you very much for your presen- 
tation. It was certainly very comprehensive. I think the committee 
and counsel will perhaps have a few questions which they would like 
to put to you if that is all right with you. We are not rushing you, 
but I think the committee would like to continue in session until about 
12:45 p. m., if that is not an inconvenience to you and your additional 
witnesses. 

Mr. Ex.iorr. That will be fine. 

Mr. Roosevetr. First, I notice that you make the interesting point 
that your dealer-owned stations operate on approximately the same 
margin of profit as the leased stations. What is the purpose of having 
a company owned and operated station as against a policy of some in 
one category and some in the other ? 

Mr. Exsiorr. It serves a couple of purposes. One is to establish the 
character of your operation which you can do better when the employes 
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are under your own control than when they are independent. So 
that is the first thing, as I covered in the testimony. 

And then the other thing is that we operate them more cheaply than 
we could operate them on a dealer basis. 

Mr. Roosevert. Well, then, why do you have leased stations? 

Mr. Ex.iorr. We have a stated company policy that we will take 
any station that we own and operate it to the best interest of the com- 
pany. If that happens to be on a salaried basis we will do that. If 
we can find a dealer who in our opinion will get greater gallonage and 
make more money for the company, then we will lease it to him, and 
some of the largest stations we have are leased out to dealers. 

Mr. Roosrverr. But in your previous statement I think you said you 
could operate them more cheaply and you said the best standards by 
your company-operated station. On the other hand, you now tell 
us that you do better with the leased stations, who are in the majority 
of your total outlets. 

Mr. Exxiorr. Well, as I said, in the case of the dealers the test is not 
a certain percent goal, but the total dollars. If we have a station, let us 
say, which is doing 50,000 gallons operated on a salary basis and let 
us say operating at 4 cents a gallon less than the dealer margin, if we 
can find a dealer who in our opinion can build up that busines, say, 
to 60,000 or 65,000, which has happened many times, then the addi- 
tional volume will make the total operation more profitable. 

Mr. Roosrvett. Well I am not quite sure that it is too clear to me. 
In other words, the gist of what you are saying is that the dealer- 
operated station can get more volume than your company-operated 
stations? 


Mr. Extiorr. In many instances. 

Mr. Roosevettr. Well now, why is that? 

Mr. Exxiorr. Well he can do it because he has completely decen- 
tralized management. He is the boss at that particular place. He 
can do as one dealer friend of mine said. I asked him how he was get- 


ting along, and he said, “If we keep on the way we are going now I 
just told the boys yesterday they are going to get something besides 
turkey for Christmas.” He can provide local incentive. There are 
lots of people who like the continuing acquaintance of the man at the 
station which the dealer provides, and we do not because the way we 
operate we move men among stations, that is our own employees, and 
the dealer as an independent businessman can do things which we 
cannot do. He can shave the price a little; he can extend personal 
credit; he can have his own incentive system for his employees and 
he has the full incentive to succeed, whereas an employee has only 
a small part of his income in commissions and he does not have the 
same incentive. Therefore, with all of those things, the dealer in many 
cases, if he is a hustler, can do a better job than wecan. Any individ- 
ual station we have we will lease out if we can find someone who we 
think can do a better job than we can. 

Mr. Roosrvett. Going back to the statement for a moment that it is 
not the price per gallon—it is the total dollar income to the individual 
dealer, I think you would probably agree that that would be true 
where the volume was weet enough to make that actually amount toa 
living wage, but it would also set a premium on the dealer who was in 
the high-gallonage class and it would perhaps operate against the 
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dealer who was perhaps in a more modest class or was not able to get 
sufficient volume and would it not be true from the evidence that has 
been presented to this committee that there are a tremendous number 
of these dealer to whom a sufficient gallonage is not available with the 
margin per gallon available to them to enable them to make a decent 
return ? 

Mr. Exxiorr. On gasoline alone? 

Mr. Roosevett. Well on their entire operation. 

Mr. Ex.iorr. Mr. Chairman, as I pointed out here, we have over 
3,000 dealers who operate stations that either they own or somebody 
else owns, at least that we do not own, and 80 percent of those 3,000 
dealers are in other businesses. 

Mr. Roosevett. You mean in TBA ? 

Mr. Ex.usorr. No, I mean in other businesses such as restaurants 
and parking lots and grocery stores, et cetera. 

Mr. Roosevetr. You mean that in 80 percent of your leased dealers 
this is not their sole business? 

Mr. Exxiorr. No, not 80 percent of our leased dealers; 80 percent of 
what we call straight dealers. We have nothing to do with them except 
to sell them our products. But if you go down in the hills of Ports- 
mouth, for example, and drive along the side roads you will find a 
pump or two in front of a general store. We have some dealers who I 
am sure do not do more than a thousand gallons per month; some 
less than that, but their main business is running this general store 
and the gasoline is a side line. 

Mr. Roosrvett. Well, of course, Mr. Elliott, those are not the people 
who in general have brought their complaints before the committee. 
It is the individual, I think, who finds it is his entire business, and I 
am interested for the moment in the problem of the man for whom 
this is his main business or his total business who does not get a mar- 
gin of profit per gallon sufficient to compensate him for his services and 
for, I think you will agree, the obviously long periods of time that 
he has to put in. 

Now, would you say that the turnover that exists, and your 14 per- 
cent in your company, I think, is obviously a credit to your company 
because you have been more careful, it would seem on the face of 
your testimony, in selecting your dealers, unless the figures in the 
other areas are erroneous as they have been presented to the com- 
mittee, what I am particularly interested in, do not you think perhaps 
some attention should be given to the margin of profit per gallon 
where the volume does not bring in enough dollars per month to make 
it an economical operation ? 

Mr. Exxiorr. Well, Mr. Chairman, the margin is the difference 
between two price levels which are set by the economic forces that 
set them. We could not say that the dealer margin ought to be 6 
cents a gallon because if we did that and we established a price of 6 
cents higher at our service stations we know that the dealers would 
give it away, as they do now on the 4.3 margin. The dealers in Ohio 
now on a 4.3 margin are giving away about 0.2 cent a gallon. Now 
it is the economic forces that set those margins—not the arbitrary 
concept of some oil company sales manager. We think 4.3 is all 
right as far as our stations are concerned, but we find the dealers 
give it away. 
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Mr. Roosrveur. Do you give the same margin to every dealer in a 
given area? 

Mr. Exxiorr. We do not give a dealer any margin at all. We sell 
to him at a tank-wagon price and he establishes his own margin. 

Mr. Roosrve.r. And do you give that same tank-wagon price that 
you publish to every dealer at all times? 

Mr. Extiorr. In a trading area that is true. It is the uniform tank- 
wagon price within a trading area. 

Mr. Roosrver. In other words, Mr. Elliott, in the testimony that 
has been given before this committee, what is known as gas-war pe- 
riods, you do not at any time make any arrangement to guarantee 
a different tank price to the individual or guarantee him, let us say, 
a few cents or 2 cents or a portion of any cent in the way of a rebate? 

Mr. Exxiorr. Well, Mr. Chairman, I think I can best explain it 
in this way. Where there is a price-cut area, and by the way I would 
say that we have not had in Ohio for some time what I might class 
as a price war, which is entirely different from the situation in New 
Jersey where we have a price-cut area, where somebody comes in and 
cuts a price, some dealer decides to cut the price to gain some increase 
in volume, the retail price in that area will go down no matter what 
we or anybody else does about it. Now we will go to our dealers 
and tell them that this is something beyond their control and we, 
therefore, will share this reduction in price with them and we will 
sell them gasoline at a lower price to help them through this period. 

Mr. Roosrvett. Would you uniformly do the same to every indi- 
vidual in an area? You never differentiate between one dealer in a 
trading area and another dealer? 

Mr. Ex.iorr. We cannot do that. It is illegal in the first place 
and impractical in the second. We take the trading area as nearly 
as it can be defined and the price is uniform throughout that area, 

Mr. Roosrevett. How do you set a trading area? 

Mr. Exxiorr. Well, that isa very good question, Mr. Chairman. We 
try to set it with natural boundaries. We have one in Cleveland at 
the present time, and on one side is a valley in which there are no 
service stations for quite a long period of time and on the other 
side is a general airport area, and then on another side there is the 
Brookside Park area where the Cleveland Zoo is, et cetera. There 
are no stations there, and we said that is a natural trading area. Now 
I can get other definitions, but we have tried to do the commonsense 
thing so that the dealers within an area under similar circumstances 
are treated identically. In many cases, of course, it can be political 
subdivisions, a town or a county, or something else. 

Mr. Roosrvetr. In other words, there is no set policy for that; 
it would vary in each individual situation as it arose? 

Mr. Exxiorr. The only policy is, to the best of our ability, set a 
trading area. 

Mr. Roosrvett. And an individual dealer would not know what area 
he was in until the occasion arose ? 

Mr. Exxiorr. Well, I think he would naturally know what trading 
area he is in. I think if you were to ask any dealer what his trading 
area is he can pretty well tell you. 

Mr. Roosrvert. Mr. Sheehan, do you want to ask some questions? 
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Mr. Sueenan. Mr. Elliott, you stated that you operate your own 
stations at less cost than the dealer does. In other words your station 
is apparently more efficient. ‘ . 
r. Exuiorr. We operate within the dealer margin; yes, sir. 

Mr. SHeeHan. You said you operate at less than the dealer margin. 

Mr. Exniorr. All right. 

Mr. SueenHan. Would there be a tendency on the part of your com- 
pany to use the so-called company-owned stations as a sort of a pilot 
in order to know what prices you should set? 

Mr. Exuiorr. I would say not, because the prices that we try to 
follow are the prices which we can read on the gasoline pumps in a 
given area, and the price we set at our company-operated stations are 
as nearly as we can tell, and we are not always right, is the price which 
prevails in the area which we can read off the pumps, 

Mr. SHeeHan. But if you are operating on a 4.3 margin and you 
know your own stations are able to operate profitably at let us say a 
3.3 margin, certainly you would have no qualms of conscience from 
a company angle of cutting the margin assuming that they should 
operate as efficiently as you do? 

Mr. Exuiorr. No. The thing it does, however, if we can operate 
within the dealer margin, then we say that efficient dealers can operate 
within that margin also. The difference, by the way, is not as big as 
a cent; it is a fraction of a cent. I cannot tell you how much it is; 
but it is probably about a half cent or something like that. 

Mr. Surenan. If you reduce the price 3 cents per gallon to your 
company stations in operating your own company stations in an area 
where a price war takes place, how do you handle all the rest of the 
nonowned stations? Do you guarantee them any particular margin 
or cents per gallon? 

Mr. Extiorr. In a price-cut area, we will do with our company 
stations the same as we do in a non-price-cut area as far as trying 
to determine what the right price level is. We never started one of 
these things ourselves, so that we try to find out what the retail 

rice is. 

’ Mr. Sueenan. Well, let us be specific. Suppose, for the sake of 
argument, your company-owend stations are selling gasoline at 29 
cents today. Tomorrow there is a price war and you cut the price 
in your company-operated stations to 26 cents. Now what do you 
do with the tank-wagon price to the independent dealers? 

Mr. Ex.iorr. We will help him to meet that by reducing his tank- 
wagon price, I suppose, somewhere around half of the total reduction. 

Mr. Sueenan. Then as a matter of policy you do try to help the 
independent stations to meet the price war ? 

Mr. Ex.azortr. Yes, sir. 

Mr. Surenan. Has your company had any experience in distribut- 
ing merchandise in Michigan where they have the so-called price 
guaranty or a cost guaranty ? 

Mr. Extiorr. We have had very little experience, Mr. Sheehan. 
We have a jobbing company which has a few jobbers selling under 
the Fleetwing brand in Michigan. We used to have a company 
known as Sohio Fleetwing that operated in Detroit I think 70 stations, 
or — like that. We have had some experience, but not very 
much. 
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Mr. SHEEHAN. Well, do you know then from your own experience 
whether or not the Michigan stations deal in premiums or stamps or 
anything like that? 

Mr. Exxrorr. Yes; they do. 

Mr. SHEEHAN. Would you want to give the committee your opinion 
whether or not premiums or stamps are or are not a form of price 
cutting ? 

Mr. Exsiorr. Yes. Premiums or stamps are a price concession. 
The typical stamp according to the article in the National Petroleum 
News which I gave you is worth about eight-tenths cent a gallon. 
Therefore stamps are a price concession. At the same time I want 
to make it clear that I do not say that stamps are good or bad. 
That is up to the individual judgment of the man who chooses to 
give them out. 

Mr. SHEEHAN. Does your company participate in any such scheme? 

Mr. Extiorr. No. 

Mr. SHEEHAN. You give out no stamps or no premiums in your 
company stations? 

Mr. Exx1orr. We do not, with the single exception that it is sort 
of a practice in our area when we open a new station and we have 
opening days and a lot of hoopla and give out balloons or something 
like that for a 2-day period. 

Mr. SuHeenan. It would seem to me, and I would like to have your 
comment on this thought, that even in Michigan where they canont sell 
below cost, either the dealer-owned stations or the individually owned 
stations, participated in premium deals or in giving away stamps, 
and that this is just as effective a means of price cutting as seen 
cutting the price of gasoline. Is that true or not? 

Mr. Extiorr. Actually the reason there are some premium giveaways 
is that it is more effective. There are a number of experiments that 
show that a premium worth a half cent a gallon will bring more 
business than cutting the price of your gasoline a half cent a gallon. 

Mr. SHEEHAN. Many times in testimony before this committee, 
round figures have been referred to that there are 200,000 dealers and 
approximately one-third or 66,000 fail every year. In our opinion 
that is a very high percentage. Your percentage of 14 percent in 
your company is certainly very interesting. Now, do you have ac- 
cess or do you know in a general way the facts from the company 
standpoint as to whether or not these figures are accurate as presented 
to us by the gasoline dealers ? 

Mr. Etxiorr. No; I donot. 

Mr. SuerHan. Has anyone ever made an accurate study from the 
company standpoint ? 

Mr. Extrorr. We have not. Incidentally, I think if you will look 
at the Department of Commerce figures, you will find that that turn- 
over is not appreciably greater than the turnover of eating places 
and drinking places and similar types of operations where people 
think they can get into the business without too much experience. 
They have a little nest egg; they want to be independent, and they 
go into business without sufficient preparation. You will find a very 

igh turnover in certain other branches of the retail trade. 

Mr. Sueenan. Of course, the committee would like to have exact 
figures rather than estimates. 
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I might remark to you that we have questioned some of these dealers 
with regard to extending leases, and pointed out that if they were 

iven a more extended or longer term lease, the company would be 

orced to write into it many other protective provisions to make sure 
the company did not suffer. If my memory serves me correctly, prac- 
tically every dealer heartily agreed that the company would have 
to be protected and that they realized such a lease would be a two-way 
street. If you did write longer leases, they apparently would be 
very reasonable and would go along with you on the necessary pro- 
tective provisions. 

We have had many references to the TBA items. In your leases 
with the individually operated stations, do you have a TBA clause 
in your contract ? 

Mr. Exuiorr. We do not require our dealers to handle exclusively 
our TBA. We have a requirement contract on gasoline and on motor 
oil. We have releases here. I will be glad to answer that question 
specifically. I do not recall. But I know many of our dealers handle 
other TBA items. 

Mr. Sueenan. Is there any tendency on your part as sales man- 
ager or top level of the company to put pressure on these dealers to 
handle the items that you are sponsoring ? 

Mr. Exsiorr. If you mean sales pressure, yes. But our whole 
philosophy is that if we cannot sell the dealer the same thing that 
we would try to sell you, a set of Atlas tires, why then we have not 
succeeded in accomplishing our purpose. But as far as any intention 
at all to use a lease as a means of getting him to buy our products, we 
do not do it because it is not in our own interest to do it. It is much 
better to sell our products by the ordinary means of salesmanship 
than to use coercion, because you do not have a happy dealer if you 
coerce him. 

Mr. Sueenan. But if your salesman out on the street coerces him 
that is just as effective as if you do. 

Mr. Exxrorr. I suspect that any dealer that was coerced, knowing 
the character of our company and the ease with which he can talk to 
the boss, he would not stand for too much coercion. I think he would 
go over the salesman’s head. 

Mr. Sueenan. Does your company have a policy so that a dealer 
or a group of dealers can present their complaints or their grievances 
at a high-enough company level so that they know they are being 
listened to by someone in authority or with authority ? 

Mr. Extiorr. We do not have any formalized procedure for listen- 
ing to our dealers’ complaints, but, Mr. Sheehan, we are a small com- 
pany relatively, we operate in 40,000 square miles, but in that area we 

ave 13 sales divisions and each division manager has a great deal 
of authority on.his own to handle any complaint of the dealers or 
employees. Now, typically you will find that those division man- 
agers are in all their dealers’ stations at least once or twice a year. 

ome of them have a schedule for going twice a year. So there is 
no difficulty for a dealer going around a salesman if he chooses. 

Mr. Sueenan. On these particular TBA items that you use or you 
sell to your dealers, how do you handle that? Do you stock most of 
them in a warehouse or do you merely act as a sales agent and have 


them a directly by the manufacturing or distributing com- 
pany 
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Mr. Extiorr. We stock everything. We buy it from the manufac- 
turer; we put it in our own warehouse; we deliver it to the dealer 
on order from him. 

Mr. Surruan. Well, from my own particular standpoint, there 
certainly could not be any complaint to that because you are handling 
it and doing a service job for the dealer, We have heard some com- 
plaint here in committee testimony that in some instances some of 
the companies merely act as a broker or as a sales agent and that they 
take a top commission without handling the product and do no service. 
So your company handles it and delivers it. I do not think we could 
possibly question you too much on that particular practice. 

Do you sell any gasoline to independent wholesale distributors such 
as these cut-rate bulk stations? 

Mr. Exuiorr. Mr. Sheehan, we have a jobbing company known as 
the Fleetwing Corp. and that company sells to independent jobbers 
under the Fleetwing brand. The Fleetwing jobbers are distributors 
and they sell that under the Fleetwing brand. We do not at the 
present time—I am quite sure this is correct—sell gasoline to some- 
one who would, call it the Sheehan gasoline, for example, a rebrand 
of the product. We do not do that. 

Mr. Sueenan. In other words, anybody who is going to compete 
with you has to compete from someone else ? 

Mr. Exxiorr. That is correct. 

Mr. Sueenan. In other words, the bulk stations are not competing 
with your own stations or with those who have lease contracts with 
rou 2 
: Mr. Exxiorr. Not under private brands of other people; no. 

Mr. SuHreHan. We have heard complaints from some of the gas 
station men and the people in the trade industry that the oil companies 
print glowing advertisements of the money to be made and then they 
take anybody in the field who has some sort of a downpayment to 
buy a station and put him on. What particular policy does your 
company follow with reference to getting new lease men ? 

Mr. Extiorr. Our leases come largely from our own salary-operated 
stations. Incidentally, Mr. Chairman, that is another reason we have 
them because they serve as a reservoir not only for leased dealers but 
also for training in our sales forces. If you would go to any one of 
our divisions and ask everyone who started in a service station to hold 
up his hand, about two-thirds of the men will do that. 

Mr. Roosevetr. You mean the employees? 

Mr. Exxiorr. The employees. It is a wonderful training place for 
men who want to get into the marketing end of the oil companies, 
the company-operated service station. 

Mr. Roosreve.tt. What percentage of your dealers would you say 
graduated from one of your company-owned stations? 

Mr. Exxiorr. I would guess a good many over one-half perhaps. 
Perhaps two-thirds. I do not have that figure. It just happens, and 
I did not know this before we got down to Washington, but three 
dealers we have here were all formerly employees of the company. 
But we do not advertise in glowing terms for men to come in and lose 
their savings in our stations. The only people we want are the people 
that can come in and make money. 

Mr. Sueenan. It would seem to me that is the smarter business 
policy, but we have been told that by quite a few and we wanted to. 
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know your policy. Your own company-operated stations then are 
practically a business operation and a training ground for future 
station operators ? 

Mr. Exxiorr. That is right. 

Mr. SuHeenan. As a result of that I would imagine that when you 
do get station operators who graduated from your own company 
operations, you have a much stronger bond of loyalty than if you 
would pick up somebody from the outside? 

Mr. Exxiorr. I think that is true. 

Mr. SueeHan. How do you find it? I mean, do you find that to 
be true or do you just think so? 

Mr. Extiorr. Well, I will be glad to give you my opinion, but I 
suggest you get the opinion of these three dealers here who can speak 
from firsthand. But I am sure that you cannot work for our company 
very long without there being some bond of loyalty to it. 

Mr. Sueenan. Referring to the operators who lease your stations, 
we realize that you have to promulgate certain rules of operations. 
What policy does your company have with reference to the hours they 
must operate? 

Mr. Exxiorr. We try to set that up on the basis of keeping in mind 
that the final boss in this picture is the customer. We want our sta- 
tions to operate at such periods as they can be of greatest service to 
the people who want to use them. There again it is a matter of 
approaching from the standpoint of what is good for the dealer and 
what is good for us. 

We had at one time by the way a dealer whose scheme of life called 
for selling $600 worth of gasoline a day. So when he had sold $600 
he closed up and went home. It might be at 3 o’clock in the afternoon 
or maybe midnight. Obviously we could not encourage him to stay 
open within reasonable hours. Now there is a lot of flexibility on 
that and some of our leased dealers do close on Sunday. Some of 
them do close at 9 o’clock at night. Some stay open all night. It is 
tailored to the best interests of first of all the customer and then 
the dealer and then to the company. 

Mr. SueeHan. Well, do you or your salesmen analyze the opera- 
tions of the station and then suggest or even tell the dealer how long 
he should operate ? 

Mr. Exziorr. I have no doubt we consult with him on the way he 
can make the most money and accomplish the most for the customer, 
et cetera. Our whole job is to serve people and make money in the 
process, and using that as a philosophy I would certainly expect our 
salesmen to consult with our dealers as to what are the best hours 
of operation to serve that purpose. 

Mr. Sueenan. You see, Mr. Elliott, one of the problems we face 
in the committee is that we have had testimony by quite a few of 
the dealers who stated that the companies have forced them to operate 
long hours causing them to hire additional help which is not com- 
pensated for by the extra volume of the longer hours, which in turn 
causes them to lose money. Of course, their problem as they related 
it to us is, if they did not keep these particular hours the sword was 
always over their head that the lease might be canceled. In other 
words, there has been coercion, so they state, by the oil companies to 
maintain longer hours, and I was just wondering what your company 
policy was with reference to that? 
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Mr. Exxiorr. Well our company policy is absolutely opposed to 
coercion of any kind. Incidentally, I might say that the percentage of 
our leased dealers who left us in the last 2 years because we canceled 
the lease was eight-tenths of 1 percent. 

Mr. SueeHan. A very fine record. 

Mr. Exxiorr. So that there cannot be much coercion if the dealers 
themselves do not object. 

Mr. SuHeeHan. You might explain to us if you can, being in the 
sales end of it, what different types of stations there are. For in- 
stance, who do you know to be a contract station? Is it one not 
owned by the company ? 

Mr. Exnaorr. That would be a station which is owned either by the 
dealer or by a third party and with whom we would have a contract 
or requirement contract to sell gasoline and other products. 

Mr. SHeenan. In other words it is independently owned and oper- 
ated and uses your gasoline or other products ? 

Mr. Buurorr. Yes. 

Mr. SHeeHAn. Was is a leased station ? 

Mr. Exxiorr. A leased station in our terminology is a station that. 
we own or perhaps we have the land under long-term lease, but essen- 
tially we own it and we will lease it out to a dealer. 

Mr. Sueenan. And, of course, I assume a company-owned station 
is self-explanatory where you own and control the entire operation, 
and you have your own employees in there? 

Mr. Extiorr. Yes; that is correct. 

Mr. SueeHan. Do you have any so-called type C or commission 
stations ? 

Mr. Ex.torr. We do not have, but we are studying them with the 
thought that they might possibly fit into the picture. 

Mr. SHEEHAN. What is your definition of a type C or commisison 
station ? 

Mr. Exxiorr. Well, there are 2 or 3 different schemes, but essen- 
tially it is equivalent to a salary-operated station except that the en- 
tire compensation is in the form of incentive depending on how much 
the commission agent makes. 

Mr. SHreHan. Do you give the fellow operating or managing such 
a station any type of a contract or lease? 

Mr. Exniorr. Yes, he would have. As I say, we do not have it 
now. We are studying it, but he would have a note, at least, but an 
agreement, a commission agreement under which we would give him, 
let us say, 3 cents a gallon on gasoline and other amounts and other 
things. Perhaps we would share with him the cost of operating the 
station, the light and heat, et cetera. He in turn would pay his em- 
ployees and he would get his entire income from his own, I mean, his 
compensation would be entirely incentive compensation. 

Mr. Sueenan. If you have been studying the problem, which you 
said you have, would you care to tell the committee where you would 
get these stations if you do go into these type-C stations? Would 
you turn company-owned stations into C-type stations or would you 
convert the lease stations? 

Mr. Etxiorr. We have not gone far enough with it to come to any 
conclusion, but I am quite sure we would start out by taking company- 

operated stations and putting them on the commission basis, and we 
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would undoubtedly take some of our station managers who wanted 
to do that and put them in as commission agents. ; 

Mr. SuHeeHAn. Do you thing you could operate them more economi- 
cally than you do the company stations? 

Mr. Exsiorr. The reason we are interested in the idea, Mr. Shee- 
han, is that there are several types of men, one the type who likes the 
independence of being free to set his own prices and come and go as 
he chooses, et cetera. That type of man probably should be a dealer 
on his own with complete Ne ais On the other side of the 
scale you have men or salary-operated station salesmen who have pen- 
sion plans and have a vacation and investment plan and sick benefits 
and time off for the death of a relative, and all that sort of thing, 
who naturally like the security of that type of operation. I am con- 
vinced personally that there is a man in between. I have talked to a 
number of them in other parts of the country who still would like 
a little direction, a little help on what he should do, but he would still 
like a little freedom to hire and fire as he chooses and to have a certain 
amount of freedom. Now what appeals to me in the situation is that 
if we had the three types of operation then we would have operations 
for any type of man that will make a good representative for my 
company. 

Mr. Sueenan. Thank you, Mr. Elliott. In my opinion you have 
done a very good job as a witness. 

Mr. Roosevett. Mr. Elliott, I will ask you just three more ques- 
tions. 

Going back to the price wars, I think you will agree that in any 
arbitrary sales area that you draw a line around, there is always 
going to be someone on the fringe who is hurt by the process. Is 
that right? Have you made any effort to try to see whether it would 
be a better practice to perhaps either enlarge that area so as to try 
to prevent the price war, to discourage it in its operations at the 
earliest possible time, or to go to a straight compensation of the deal- 
ers and people who are hurt during that period so as to prevent the 
dislocation for the individual concerned, the economic dislocation for 
the individual concerned ? 

Mr. Exxiorr. I was interested in your comment, Mr. Chairman, in 
some of this testimony I have read as to just whether the price should 
be the same in a whole State area, for example, or whether to confine 
it to a very small area, the answer to that is I think a very natural 
answer that there is no pat answer. If you have a price cutting, for 
example, of 1 cent a gallon, let us say, in one area, then that does not 
tend to spread very much. If you have a price cut of let us say 5 
cents a gallon in one area that will draw in business from the sur- 
rounding area. Therefore, if you had a 5-cent cut in one area the 
dealers on the fringe of that area would have to reduce their prices 
somewhat. The farther away they are the less until finally you get 
out on the end here, let us say, 15 miles away, and the effect of this 5- 
cent cut would be nil. It is a natural process because if you have a bi 
price cut this dealer loses volume aid then he will cut his price, an 
they will use the volume of their station sometimes, this margin, to 
determine how they are getting along. However, the reason they 
have to get into this—somebody cuts the price and forces somebody 
else to meet it in order to maintain his gallonage. 
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Mr. Roosrvetr. Now you must know from your own company op- 
erations that you reach a point where it becomes obviously uneconomic 
for the dealer to stay in business at that price level. Therefore, is 
it not reasonable that if it could be done legally, which is an entirely 
separate question, perhaps some study should be given to taking care 
of your dealer at that point where he has to cut in order to meet unfair 
price competition for a period of time below a level of that price 
which would give him a profit ? 

Mr. Exuiorr. As I said a little earlier, we have not had in our area 
for quite a long time what you would really call price wars in the 
magnitude that they have had them in New England and in New 
Jersey, so that we have not met that particular problem, Mr. Chair- 
man, because the prices have not gone that low. I would say this, 
however, that if they ever did we would certainly do everything we 
could to protect our dealers because of our mutuality of interest and 
we have a great interest in seeing that he stays there, that he makes 
money, and that he is a good representative for our brand. We 
have certainly no policy which would prevent us from doing every- 
thing we could to make him successful. 

Mr. Roosrvetr. Now I do not mean this as an unfriendly question, 
but this bears on testimony which was given before the committee, 
has your company ever encouraged a price war where the company 
had too much gasoline on hand which they wanted to move ? 

Mr. Etxiorr. I can state categorically that it has not. Our whole 
interest is to make as much money as we can in the long run and we 
have a tremendous stake in the Ohio market because we do not market 
in other places very much, and our interest is to have prices on the 
high side rather than on the low side. Now we only produce about 
25 percent of our crude oil, so every additional gallon of gasoline we 
sell we have to buy 2 gallons of crude oil to make it, you see. 

Mr. Roosrverr. You do not really have the problem of moving 
excess gallonage then because you can control the amount you buy? 

Mr. Exxiorr. We do not; that is correct. 

Mr. Roosevetr. You made the interesting point that your Standard 
Oil Co. has no relationship to other Standard Oil companies. How 
did you all get together to agree to sell Atlas tires? 

Mr. Exxiorr. We got together to agree to sell Atlas tires the same 

vay we and the Phillips and some other companies got together to 
agree to change credit-card privileges. If you look on the back of 
your card, if you have one, you will see on there a number of companies. 
That came about because the Standard Oil Company of Ohio may not 
market in other places where the Standard Oil name is preempted. 
Therefore you are stopped in the beginning from a national organi- 
zation which can take advantage of advertising, et cetera. So it was 
a very natural thing that we would get together and get a pattern 
which is a national pattern. We have currently some double-page 
ads announcing a new Atlas tire in a newspaper and magazine. You 
could not do that if you are a local operator. So we give prestige 
to the Atlas name by that means. 

Mr. Roosrveur. Are Atlas tires sold by anyone else other than 
Standard? 

Mr. Exxiorr. I believe they are not. 

Mr. Roosevett. One last question. I think you would agree that a 
probationary period was probably a good thing for an inexperienced 
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dealer. Have you ever considered the possibility of not requiring 
investment in the station on a lease deal in such things as TBA prod- 
ucts and other products where an inexperienced man would have to 
put what to him would be a very substantial investment until the end 
of a probationary period so as to protect him from a loss if he turned 
out to be a poor dealer? 

Mr. Exxiorr. We do not have such a policy as that, but we do every- 
thing we can if we find what we think is a good man to lend him 
money and make it easy for him to pay us back, which would have 
somewhat the same effect because he would not have paid back this 
money by the end of 6 months. 

Mr. Roosevett. But you certainly do not forget him if he does not 
make good at the end of 6 months? 

Mr. Exuiorr. No. It gets down to the selection of men and, as I 
have pointed out, the great majority of our dealers are former em- 
ployees in our service stations. 

Mr. Roosrvettr. What I am trying to get at is, Would it not be pos- 
sible to work out a deal where you actually loaned him the product 
for 6 months and did not actually put it under his account until he 
had passed his probationary period ? 

Mr. Extiorr. That is one of the advantages, by the way, of the 
type-C plan, the commission plan, because he takes the stuff on con- 
signment, and if he makes good then at the end of the period he could 
be put on a dealer basis. 

Mr. Roosevetr. Mr. Elliott, we appreciate your coming. 

Mr. Arnotp. Mr. Chairman, I have quite a few questions, a lot of 
them technical, as to the basis of some of your statistics here, and I 
was wondering, since the committee has to rush to the floor, if I put 
those in the form of a letter whether you would be willing, Mr. 
Elliott, to reply to them just as if you would be giving them as per- 
sonal testimony ? 

Mr. Exxiorr. Certainly. 

Mr. Roosrvett. We will recess now until 2:30 p. m., and when we 
reconvene we will take up the dealers’ testimony. 

(Whereupon, the committee recessed until 2:30 p. m.) 


AFTERNOON SESSION 


Mr. Roosrvett. The committee will be in order, please. 

o The committee will first hear Mr. George Connor, from Columbus, 
hio. 

Will you raise your right hand, please, Mr. Connor? Do you 
solemnly swear that the testimony that you are about to give before 
this committee shall be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Connor. I do. 


TESTIMONY OF GEORGE W. CONNOR, COLUMBUS, OHIO 


Mr. Connor. My name is George W. Connor. My business location 
is 650 North Park Street, Columbus, Ohio. 

I started work for the Standard Oil Co. as an employee on January 
22, 1936. Twelve years ago I leased my present station from the 
Standard Oil Co., and here is a picture of it today. 
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When I first leased the station, the gallonage was 12,500 gallons 
per month. Since that time it has gone up to 42,500 gallons per month. 

I have read the testimony of Mr. Katz given before this committee 
on March 29, 1955. Mr. Katz is a dealer in Columbus, whom I know 
quite well, and here is a picture of his station, which is the same type 
station that I had before I rebuilt mine. I put about $17,000 in 
remodeling my station, and the Standard Oil Co. put in about the 
same amount. To help me with this expense, they reduced my rent 
so that at the end of my 10-year lease, I figure that I will realize, 
through the increase in gallonage and the reduction in rent, about 
twice my original investment. 

They gave me a 10-year lease so that I could secure a loan to make 
this improvement. And, in regard to the question you asked Mr. 
Elliott on the hours of staying open, I open my station at 6 o’clock 
in the morning and close it about 7:30 o’clock at night. I also 
close up on Sundays and holidays. 

The company salesman told me that I knew more about the right 
time to close than he did, and to be my own judge. 

I have read Mr. Katz’ statement in which he says he has not made 
very much money operating his station. His exact words are: 

Standard’s price policy with respect to the margins allowed service-station 


operators has always required Ohio retailers to sell gasoline below their costs 
of doing business. 


Obviously, from my own experience, this is not true, because, as 
you can see, I have made good money in the dealer operation. 

Two years ago I paid off my loan for my station improvements 
and, since then, I have purchased a car wash operation half a block 


from the station, which I will be able to pay off in a year. It just 
goes to show you people on this committee that there is good money 
to be made in a dealer operation. 

And, gentlemen, I can truthfully say that I do not know of any 
other Standard Oil dealer than Mr. Katz who is not satisfied. 
Now, if you gentlemen have any questions, I will be glad to answer 
them. 

Mr. Roosrvetr. Thank you, Mr. Connor. The board is very happy 
to have you before it. 

I would like to ask you: When did you get your 10-year lease? 

Mr. Connor. When I built my new station. 

Mr. Roosevetr. You said, 1 think, that you have been 12 years 
under lease, so for 2 years, you had a year-to-year lease? 

Mr. Connor. A year lease. 

Mr. Roosevetr. What was your increase in gallonage, if you can 
remember, roughly ? 

Mr. Connor. 30,000 gallons. 

Mr. Roosevett. In the first 2 years? 

Mr. Connor. No, no. My increase in gallonage was 8,000 gallons 
the first 2 years. It was 20,000 gallons when I built my new one, 

Mr. Roosevetr. Then you requested an additional lease in order to 
rebuild your station ? 

Mr. Connor. Yes. 

Mr. Roosrveur. How many employees do you have, sir? 

Mr. Connor. Thirteen. That is including the car wash and park- 
ing lot and station. There are 7 men in the station. 
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Mr. Roosrvetr. And can you give us some idea of the breakdown of 
the income of your operations between the net that you realize from 
your gasoline sales as against such other operations as you may have? 
I presume that you do other service? 

Mr. Connor. Yes; car wash and parking. 

Mr. Roosevetr. Do you do anything else in the way of repair work 
or anything of that kind ? 

Mr. Connor. A little bit, not much. ; 

Mr. Roosgverr. Can you give us about what you consider to be 

our 
% Mr. Connor. What I make on the other stuff? 

Mr. Roosrvetr. Yes. 

Mr. Connor. About $4,000 a year. 

Mr. Rooseveur. And your total profit is how much ? 

Mr. Connor. Right between $8,000 and $9,000. 

Mr. Roosevetr. So, it is roughly about 50 percent of your profit ? 

Mr. Connor. It has been low for the last 2 years because I have 
been off sick, and I have overmanned the business to keep it going. 
But I have made as much as $13,000 or $14,000. 

Mr. Roosevetr. Now, would you say that the ease of mind that you 
get from a 10-year lease was to some degree responsible for the-—— 

Mr. Connor. No, they would have given me the year lease if I didn’t 
even build. But the only reason I asked for the lease was so I could 
secure the loan, because if I did not pay, Standard would come back 
and pick up what I had not paid and pay the people that I borrowed 
the money from. It was to secure them. 

Mr. Reosevetr. Yes, I understand that the primary purpose was to 
enable you to secure the loan. However, the point of my question is, 
As an independent, don’t you have a greater security of feeling in your 
operation, as far as your public relations and your other work in the 
oe with the knowledge that you are there for a definite period 
of time ? 

Mr. Connor. Truthfully, I never even asked for a lease until that 
time, and the only reason I did was—because I knew as long as I did 
the job and did it good, I would never have to worry. 

Mr. Roosgvett. Have you ever been the unfortunate participant in 
a price war? 

Mr. Connor. No. 

Mr. Roosrvett. Do you sell any TBA products outside of the-—— 

Mr. Connor. About 16 different companies I buy from. My name 
is on record for the last 5 to 8 years at these companies. 

Mr. Roosevett. And they are products not sponsored by Standard ? 

Mr. Connor. Three different types of tires, accessories, and different 
things from the different automotive parts. 

Mr. Rooseverr. And you have never been asked to eliminate the 
outside TBA products? 

Mr. Connor. No, never asked once. 

Mr. Roosrvett. Mr. Sheehan, do you have any questions? 

Mr. Sueenan. Mr. Connor, when you speak of an $8,000 to $9,000 
a year profit, and as high as $13,000 to $14,000, what do you mean 
by profit? Is that before your salary or after? 

Mr. Connor. No; I do not draw any salary out of the place, only 
at the end of the year. That is what I made off of the business. 

Mr. Sueenan. Do you work at the station full time? 
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Mr. Connor. Yes; but I have not for the last year and a half or 2 
years. I have been in and out, but I have been on the sick list for 
that long. But when I am there full time, myself, I can operate 
with a man or a man and a half less. 

I overmanned the station in the last 2 years so I could hold my 
business and have ample help. 

Mr. Sueenan. In other words, then, your statement about $8,000 
to $9,000 profit are net profits? 

Mr. Connor. That is what I made this last year and the year 
before. 

Mr. Surenan. When you were speaking to Mr. Roosevelt about 
the loan, you said you yourself did not want the loan, but appar- 
ently 

Mr. Connor. No; I did not—-excuse me, I do not think I said that. 

Mr. SHEEHAN. I mean, you did not want the 10-year lease? 

Mr. Connor. It did not enter my mind. 

Mr. SuHrenan. Why did you take a 10-year lease, then ? 

Mr. Connor. To secure me on this loan. 

Mr. SHEeHaAn. From whom did you get the loan ? 

Mr. Connor. From a doctor. 

Mr. Surernan. Didn’t he require you to have it? 

Mr. Connor. No. I did it to secure him because I did not have 
no collateral. 

Mr. Sueenan. If he did not want it, why did you secure him ? 

Mr. Connor. Well, I wanted to be in straight business. If I should 
die, they would come back and buy what remaining lease I had and 
refund it to him on the money end. 

Mr. SueenHAn. In other words, you felt 

Mr. Connor. These stations on a 10-year lease, they are discounted 
10 percent a year. 

Mr. SHeeHan. But you felt with a 10-year lease, you would be in 
a better position to ask for or get the loan from the doctor ? 

Mr. Connor. I had the loan before I even got the lease. 

Mr. SHrenaNn. This was merely a matter of protecting him? 

Mr. Connor. In fact, I never signed my lease with the Standard 
Oil Co. until the 17th day of January, and my station was finished 
the 5th of January. 

Mr. SueeHan. When did you get the loan from the doctor? 

Mr. Connor. Let’s see—I think it was around between, if I am 
not mistaken, the 2d or 5th of November. 

Mr. Surenwan. The prior year? 

Mr. Connor. Yes. I built the station myself. 

Mr. Sueeuan. Do you own the ground? 

Mr. Connor. No; Standard Oil Co. does. 

Mr. Sueenan. You put up the building? 

Mr. Connor. On termination of my lease, it reverts back to them. 

Mr. Sueenan. At any time did it ever enter into your mind that 
Standard might cancel out on you? 

Mr. Connor. Never entered my mind. I have been with them so 
many years, and I have done a good job. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Roosevett. Mr. Connor, one more question. 

What has been your average spread between your tank price and 
your retail price? 
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Mr. Connor. Forty-three and fifty-two, I think, is what it is right 
now. It would be a little more since—— 

Mr. Roosevetr. Has it been fairly consistent over the 10 or 12 years? 

Mr. Connor. It has dropped a few tenths of a cent, but not very 
often. We have been very lucky in that locality; we have not had no 

as wars in any way, shape, or form near me. I think there are some 
Few cut rates down in the southern part of town. 

Mr. Roosevetr. So, roughly, what I am trying to get at is, with a 
spread of somewhere around 5 cents, you could make a profit, ex- 
cluding your own paycheck, of roughly $5,000 a year on a gallonage 
of about how much now? 

Mr. Connor. We are doing 42.5. 

Mr. Roosevett. Mr. Arnold? 

Mr. Arnoip. Were you here when Mr. Elliott testified this morn- 
ing? 

Mr. Connor. Yes, sir. 

Mr. Arnotp. In one part of his testimony when he was discussing 
the proposal which we might have legislated for long-time leases, Mr. 
Elliott, in speaking against that proposal stated : 

On the other end of the age scale such a law— 
which would be long-term leases— 


might also work a disservice to the good dealer who is physically slowing down. 
With the flexibility of a year-to-year lease, we can continue with the dealer 
not taking too great a risk on his health. 

Now would you feel safer, if that is the policy of the company, 
if you had a year-to-year lease at the present time instead of a long- 
term lease? 

Mr. Connor. Well, I will tell you, it would not make much difference 
to me, because if you read their leases, the dealer himself can cancel 
out. Standard is the one that is holding it. But as long as you do 
your job, I really do not see any use in them. 

Mr. Arnotp. How many stations, if you can estimate, are there 
which — about 42,000 gallonage per month in your immediate trad- 
ing area 

Mr. Connor. A good many of them, sir. 

Mr. Arnoxp. Say 4 or 5? 

Mr. Connor. Five or six, something like that. Right close to me 
there is one doing 60—Standard. 

Mr. Arnotp. Probably about six. How many stations are there, as 
a total, in that same trading area? 

Mr. Connor. Well, how many blocks would you mean? 

Mr. Roosrverr. I think Mr. Elliott said that you generally have an 
idea of what you would call your trading area. Let us use that. 

Mr. Connor. My trading area is an area of about 5 blocks north and 
about 6 to 8 over to the river, west, and over to Forest Street, east. 

Mr. Arnoip. How many stations? 

Mr. Connor. I would say there are about 20. 

Mr. Arnon. Of all types. How many stations of those 20 do you 
believe are having 42,000 gallonage a month or greater ? 

Mr. Connor. On, I would say around a third. 

Mr. Arnotp. Have you ever had any figures which would show the 


cost of pumping 1 gallon of gasoline into an automobile in your 
station ? 
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Mr. Connor. No; I have not. 

Mr. Roosevetr. I think there is a rule against one-man hearings. 
I think we can go ahead, though, as Mr. Sheehan will be right back. 

Mr. Connor, I think that that pretty well covers all the questions 
that we have at this time. If we have other questions, we will do what 
we did with Mr. Elliott and submit them to you in writing. 

Mr. Connor. All right, sir. 

Mr. Roosrevett. Thank you very much. 

Mr. Robert Shepherd, please. 

Will you raise your right hand, please? Do you solemnly swear 
that the testimony that you are about to give before this committee 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Sueruerp. I do. 

Mr. Roosrvett. Mr. Shepherd, would you mind waiting just a 
minute until Mr. Sheehan comes back, because I know he will be in- 
terested in what you have to say also? 

Mr. Shepherd, will you go right ahead ? 


TESTIMONY OF ROBERT M. SHEPHERD, TOLEDO, OHIO 


Mr. SuerpHerp. My name is Robert M. Shepherd. I operate a 
Standard Oil of Ohio station at Fearing and Dunham Streets, in 
Toledo, Ohio. I started work as an employee of Standard in 1937, 
and worked at various jobs for 12 years, until I leased a station from 
Standard in 1949. 

Here is a picture of it. 

I decided to go into the service-station business because I thought 
I could make more money, and I liked the idea of being my own boss. 
When I took the station, it was only doing about 5,000 gallons a 
month, but I thought I could build it up. 

About 2 years after I leased the station, Standard built a modern 
station for me. Last year I averaged a little less than 30,000 gallons 
a month, so I am doing what I hoped I could do. 

Gasoline prices in Toledo have gone up and down a number of times 
in the last couple of years because of the Giant stations, Speedway 
stations, and others that have started up in that time. In addition, 
individual major-brand dealers have taken it upon themselves to cut 
their prices in order to get more volume for themselves. Sometimes 
Standard has reduced its tank-wagon price to me, which helps me 
beat the local cut price. 

Sometimes I would reduce my price, but at other times I would 
keep my price higher than Standard stations, trying to make a little 
more money. Standard’s nearest company-operated station is about 
2 miles away, and does not have much effect on me. 

Some time ago Mr. Grindle, who is also a Standard Oil dealer in 
Toledo and a member of the Toledo Gasoline Dealers Association, 
testified before this committee and said that Standard’s company- 
operated stations controlled prices to dealers. This has not been my 
experience. It has seemed to me that Standard service station’s price 
followed the prices of dealers rather than keeping them down. In 
ao of all these price fluctuations in the Toledo market, I am happy 
that I have made the change from an employee to a dealer, and that I 
am an independent businessman. 








DISTRIBUTION PROBLEMS 

















Do you have any oo 

Mr. Roosreveitr. Thank you, Mr. Shepherd. 

The company built the station for you when ¢ } 

Mr. Sueruerp. Two years after I was in business. I think it was 
1952. 

Mr. Roosevett. 1951 or 1952? 

Mr. SHEPHERD. 1952. 

Mr. Rooseverr. You made the statement, at least, if I heard you 
right, that sometimes the major brands cut their prices to get more of 
the market. Was that what you said ? 

Mr. SuernerD. To get more volume. In my own area, I am pri- 
marily speaking of here. Dealer stations, not company, because they 
do not affect me too much. 

Mr. Roosrvett. Do you know whether those prices were uniform 
amongst all of the dealers as the cuts were posted? Were they uni- 
form, or did they vary ? 

Mr. Suepuerp. It varied. The individual dealer did the cutting on 
his own, and I and the rest of the dealers followed. 

Mr. Roosevett. Did you ask for the lower tank price to meet that 
competition, or did the company offer it to you? 

Mr. Sueruerp. If it got to the point where it was hurting me too 
badly, I have, yes, sir, and I have received it. 

Mr. Roosrvett. My question was, did you ask for it first, or did the. 
company talk to you about it first ? 

Mr. SHepuerp. I asked for it. 

Mr. Roosevetr. You always asked for it first. Did other dealers, 
Spgs dealers, in your price area get similar cuts at the time that 
you aid ¢ 
_ Mr. Suepuerp. I am sure they did, although I am not positive about 
it. 

Mr. Rooseveit. You state that the nearest company station is some 
2 miles away ? 

Mr. SHepHerp. Yes, sir. 

Mr. Roosevett. And that it hasn’t had any effect on you. Normally 
a station in an area like Toledo that was 2 miles away would not have. 
much effect on you anyway, would it? 

Mr. Suepuerp. No, sir. 

Mr. Roosrvett. If a company station was a half-mile away, or a 
quarter of a mile, or a couple blocks away, do you think it could affect 
you considerably if they chose to so operate it that it was a keen 
competitor? 

Mr. Sueruerp. My own personal opinion is, no. 

Mr. Roosevetr. y wouldn’t it affect you ? 

Mr. SuerHerp. Because of the personal contacts I have in my busi- 
ness, and that I think that the company-operated station would not 
hurt me too much. 

Mr. Roosrvetr. In other words, you would hold your customers even 
though the company-operated station undersold you somewhat ? 

Mr. Suepnerp. I believe I would. Not as long as their price was 
within my price—I mean, if the two prices were agreeable. 

Mr. Roosrvenr. Could you give us the approximate dates of the price 
wars that you experienced, the approximate dates that you had to re- 
ceive the assistance of the company on your tank price ? 
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Mr. Surruerp. I think it was 1953. I think it was in the fall of 
1953, but I am not positive. 

Mr. Roosrvett. How much assistance did the company give you at 
that time? 

Mr. Suepuerp. Three-tenths of a cent. 

Mr. Roosrvett. Three-tenths of a cent? 

Mr. Suepuerp. As I recall it was, yes. 

Mr. Roosevett. Per gallon, that is? 

Mr. SuHepHerp. Yes, sir. 

Mr. Roosrvetr. Do you operate on a year-to-year basis? 

Mr. SuHepHerp. Yes, sir; I do. 

Mr. Roosrvert. And do you carry other TBA products beside 
Standard ? 

Mr. Suepuerp. Yes; I have. 

Mr. RoosEvett. You have or you do? 

Mr. Suepuerp. I have. I have them in stock, yes. That is what 
I meant. 

Mr. Roosevetr. What kind of tires do you carry? 

Mr. SHepuerp. Atlas tires. 

Mr. Roosrvett. Only Atlas tires? 

Mr. Suepnerp. Yes, sir. I can, if an individual wants Goodyear 
or other types of tires—we do not turn the sale down; we sell them. 

Mr. Roosevett. Mr. Sheehan ? 

Mr. SueenHan. Mr. Shepherd, you said that during the price war 
the company gave you a reduction, or a rebate, of three-tenths of a 
cent. How much did you reduce your own price per gallon ? 

Mr. Suepuerp. I think between seven-tenths. It was back 2 years 
ago, if I am not mistaken, I think it went back 2 years ago. I do not 
recall exactly the amount. 

Now, I may be wrong, but I do not recall the exact figures. 

Mr. SueeHAn. Do you know how much the company reduced the 
price in their own station ? 

Mr. SuepHerp. No, sir; I do not. 

Mr. Surenan. You are pumping about 30,000 gallons a month now, 
as I understand it? 

Mr. SHEPHERD. Yes, sir. 

Mr. SueeHan. Do you mind telling the committee, and you do not 
have to, of course, your net profit per year on your station? 

Mr. Srepuerp. It is between seven and nine thousand dollars. 

Mr. Sueenan. Inclusive or exclusive of your own salary ? 

Mr. Suepuerp. That is my salary. I take no—— 

Mr. SHeenan. You take no salary, so the net profit represents both 
profit and salary? 

Mr. SHepHerp. Yes, sir. 

Mr. SHreHAN. How many hours a day are you open? 

Mr. Suepuerp. Fifteen. 

Mr. SHeeHan. How many days a week? 

Mr. SHepHerp. Seven. 

a SHEEHAN. Has the company ever told you when to open or 
close 
r. SHePHERD. No, sir; they never have. 
Mr: Sueenan. That is all, Mr. Chairman. 
Mr. Roosrvert. Mr. Arnold? 
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Mr. Arnoitp. How many employees do you have, if any? 

Mr. Suepuerp. I have 3 regular employees and 1 extra—part time. 

Mr. Arnotp. Have you ever had occasion to figure out your cost 
of pumping 1 gallon of gasoline into an automobile? 

Mr. SuHepHerp. No, sir; I never have. 

Mr. ArNnoup. Aside from the price war in 1953, have there been any 
other price wars since you have owned this station ? 

Mr. Suepuerp. I should say, yes, but not in my area. 

Mr. Arnoxtp. And in 1953, did the price ever drop further than 
that seven-tenths? Or, how far did the retail price drop during the 
period of the gas war ; what was the lowest point 

Mr. SuepuHerp. I think a cent and a half was the lowest, if I am not 
mistaken, and then it went right on up again to 4 cents, 3 or 4 cents. 

Mr. Arnotp. When was this picture taken ? 

Mr. Suepuerp. Last Friday, I believe. 

Mr. Arnotp. And is it customary for you to have a large sign out 
there in front for your posted retail price for gas? 

Mr. SHepnHerp. It is not required; it is for—the competition down 
the street has theirs posted, and I posted mine. 

Mr. Arnoip. Did you make up the sign yourself ? 

Mr. SHEPHERD. Yes, sir. 

Mr. Arnowp. That is all. 

Mr. Roosrvett. Thank you, Mr. Shepherd, very much. 

Mr. Joseph Horvath ? 

Mr. Horvath, would you raise your right hand, please? 

Do you solemnly swear tliat the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Horvatu. I do. 

Mr. Roosrvett. You may proceed. 


TESTIMONY OF JOSEPH T. HORVATH, CLEVELAND, OHIO 


Mr. Horvatn. My name is Joseph T. Horvath. I operate as a dealer 
a Standard Oil station located in Cleveland, Ohio, at the corner 
of Brook Park and State Roads. I have been associated with Stand- 
ard Oil for 17 years, 5 of which I served as a company-operated service 
station employee. For the past 12 years, I have operated as a dealer. 
Here is a picture of my station. 

I decided to make the change from an employee to dealer because 
I wanted to be more independent and realize more income from my 
efforts. It has worked out that way. When I started operation at this 
dealer outlet 12 years ago, I was pumping 18,000 gallons of gasoline 
a month. Last year I averaged 118,000 gallons a month. It is prob- 
ably one of the largest, highest volume stations in the State of Ohio. 

My station is located in an area which has experienced a number of 
price cuts in the last year and a half. The reason for these cuts is 
because a large, multipump, cut-price station, known as the Giant 
station, came into the area and cut the price 3 cents a gallon. This 
is the area which James V. Crescente, who is the president cf the 
Cleveland Gasoline Dealers Association, testified about before this 
committee last March 29. I have read his testimony, and I do not 
agree with it at all. 


65262—55—pt. 1-39 
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In this statement of Mr. Crescente, he states that the Standard 
Oil Co. established a zone with a radius of approximately 2 miles 
around the Giant station and reduced the dealer tank-wagon. price 
of gasoline to dealers within this circle seven-tenths of a cent per 
gallon upon condition that the dealer reduce his retail price 1 cent 
per gallon. ; 

It has not been my experience that the Standard Oil Co. forced 
me to meet the price in that area when they reduced their tank- 
wagon price to me. I was never intimidated or asked to reduce my 
retail price because of price conditions in the area. In order to meet 
competition, I reduced my pce on my own initiative. ; 

Mr. Crescente suggested that we could have ignored the Giant 
competition and kept our prices just the way they were, but I do 
not agree with this. If we had not met competition, there is no 
doubt but that we would have lost our trade due to the wide variation 
in price. Naturally, a businessmen, we would have to meet com- 
petition, and for that reason, I feel that the Standard Oil Co. was 
very fair and generous to help us in this by reducing the tank-wagon 

rice. 

7 Through the help and cooperation of Standard Oil Co., I have been 
able to maintain my volume and my income in the price-cut area. 

I would like to answer any questions which you may have. 

Mr. Roosrvevr. Mr. Horvath, you are probably the biggest dealer 
in your area, are you not? 

Mr. Horvaru. I presume that that is true. 

Mr. Rooseve.tt. Approximately what is your net profit in round 
figures ? 

Mr. Horvarn. I paid an income tax on $17,000 last year. 

Mr. Roosevetr. At the time of the price cuts to which you referred, 
did you request the company to lower the tank price, or did they 
voluntarily 

Mr. Horvarn, No; there was no request made. It was entirely 
voluntary on the part of the company. Rather, their general practice 
pias call the rad, cachet stations and quote a tank-wagon price to the 

ealer. 

Mr. Roosrevert. But they never discussed with you the need for a 
cut in order for you to meet competition in the area ? 

Mr. Horvaru. No, sir. As I stated, as a businessman, in order to 
stay in competition, naturally, we would have to meet competition 
or lose our customers. With the wide variation in price—of course, 
with a variation of 1 cent, possibly 2 cents, there would be no cause 
for alarm—but with a large variation in price, I felt that it was neces- 
sary to meet that price. 

‘ me: Roosrvett. How much of a price reduction did you make at that 
ime ? 

Mr. Horvarn. When the Giant station came down to 3 cents below 
our posted price, we came 1 cent, or 2 cents, if I am not mistaken. 
In fact, we were 1 cent under Giant stations in our area in order to 
be within 1 cent of the differentials, and so we would not lose any 
customers to the Giant station. 

Mr. Roosrverr. And how much was the reduction of the tank price? 

Mr. Horvatn. We were reduced seven-tenths of a cent, which 
helped the cost; the 1 cent reduction. We assumed the 3 cent loss in 
order to maintain our volume. 
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Mr. Roosrverr. Approximately how long did the reduced price 
stay in effect ? 

Mr. Horvatru. If I remember correctly, there were several changes 
in a period of the last year and a half. Eventually, by meeting com- 
petition, the Giant stations came back to the standard—I may say 
the standard posted price that is the accepted price in the area—and 
then we allowed ourselves a regular margin. That is, I am talking 
about my own operation. 

Mr. Rooseveitr. What kind of a lease arrangement do you have, 
what period ¢ 

Mr. Horvarn. I have the Standard lease, which is a 1-year basis, 
and it is automatically renewed from year to year. 

Mr. Roosrvetr. Do you also deal in other TBA products outside 
of Standard’s. 

Mr. Horvarn. Yes, sir. We sell anything. that the customer will 
buy. In other words, if we feel we can make a profit on a certain 
nationally advertised product, we will go ahead and handle it ir- 
regardless of brand or price. 

Mr. Roosrveur. Mr. Sheehan ? 

Mr. Sueenan. Mr. Horvath, you have been in this business for 17 
years now, as I understand it. How many price wars have they had 
in those years ? 

Mr. Horvarn. I can only remember—there has never been a price 
war in that area until this Giant station moved into the district. 
That was the last year and a half. Our price structure has remained 
pretty stable in the last 17 years that I have been associated in the 
oil business. 

Mr. SueenaNn. Is this price war still going on? 

Mr. Horvatn. To a certain extent, it is, although I believe now 
Giant is 2 cents below our price. 

Mr. Smeenan. As an efficient station operator and as one who 
sometimes might want to gain a competitive advantage, wouldn’t it 
be to your own particular advantage to start a price war? 

Mr. Horvatn. Not if it is going to cost me money; no, sir. 

Mr. SuHreHan. Well, you would only start it on the assumption 
you are going to make money. 

Mr. Horvatu. By starting a price war, naturally, you must give 
your product at a reduced price. And, in my operation, on a volume 
basis, I would rather work on a smaller margin and produce a larger 
volume. 

Mr. Sueenan. Well, if you are working on a smaller margin, then 
you are automatically in a price war? 

Mr. Horvatu. Well, not necessarily. If you assume that I use a 
large number of men in order to give efficient service, which custom 
demands in that area. 

Mr. Sueenan. Certainly, your business is no different from any- 
one else’s. In the business I am connected with, we frequently have 
price wars because somebody thinks he can put a lot of volume out 
and he can sell a lot of merchandise before the other guy catches up 
to him and, therefore, he can make money. Now, if you are an effi- 
cient operator, you should be in that same position ? 

Mr. Horvatu. I have not found it to be so in my operation. I have 
been able to operate on the same basis as other dealers in the area, on 
the same margin, I might say. 
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Mr. Surenan. How many pennies per gallon do you make in the 
usual course of your business operation over the cost? 

Mr. Horvaru. We never figure pennies per gallon, we figure dol- 
lars per month. 

Mr. Sueenan. Let me put it this way. What are you paying for 
your gasoline today, your regular gasoline? 

Mr. Horvarn. For our regular gas, we are paying 22% cents. 

Mr. SueeHan. What are you selling it for? 

Mr. Horvatu. 26.9. 

Mr. SHEEHAN. You are making 4.5 cents per gallon? 

Mr. Horvaru. That is correct, sir. 

Mr. Sueenan. Is that a customary margin? 

Mr. Horvaru. That is the accepted margin in Ohio. 

Mr. Surenan. Do you have a stamp plan in operation ? 

Mr. Horvaru. Yes, I do, sir. 

Mr. Sueenan. What is the value that you give with each gallon of 
gas? 

Mr. Horvarn. I estimate the stamp value as half a cent. 

Mr. Sueenan. In other words, you are really cutting the price by 
half a cent a gallon? 

Mr. Horvarn. If you want to put it that way. We like to term that 
as a means of advertising. 

Mr. Sureuan. Of course, it is still baloney regardless of which way 
you cut it? 

Mr. Horvarn. It might be. However, it does produce volume, and 
that is the basis on which my business is built, volume. 

Mr. SHEEHAN. That is what I am trying to get at. You must bea 
good businessman, and operate your station very efficiently to sell 
118,000 gallons per month. Part of the success of your operation 
must be attributed to your own personality which draws the customers 
and the fact that you are giving the customer something of value to 
come into your station. 

Mr. Horvatnu. That is correct. 

Mr. Sueenan. What I am trying to say is that up to this point most 
of the dealers have accused the major oil companies of starting price 
wars. Being in business myself, I know that the average sti bin 
ness man is always willing to start a price war if it will help himself, 
and, I assume, your industry is the same as any other. I am just won- 
dering if these price wars are not started by operators who seek to 
gain an advantage and cut the price either by an actual cash cut or giv- 
ing a half a cent in stamps. If this is true, then, there is no stopping 
the shooting once the war starts. 

Mr. Horvarn. Stamps have been familiar in our area for several 
years and still, irregardless of that condition, we have never had price 
wars until this Giant station moved into the area and reduced its cash 
price down 3 cents per gallon. 

So, I do not think the stamp or premium picture can be classified 
as a price war, the start of a price war. 

Mr. Sueenan. Do any of the stations in your particular trading 
area have values of more than a half cent a gallon either in stamps or 
in merchandise? 

Mr. Horvartn. It is estimated in the Cleveland area that at least 
60 percent of the dealers give some sort of a trading stamp as a premi- 
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um, beside several other giveaway plans which they have, other than 
stamps. : 

Mr. Sueenan. You mentioned to Mr. Roosevelt your profit picture, 
and I do not remember whether he asked you whether or not that 
included your own salary ? 

Mr. Horvaru. That is the net profit to me. 

Mr. Sueenan. Are you a corporation or a 

Mr. Horvarn. Individual; individual business. 

Mr. SHeeHan. Therefore, that includes what may or may not be 
your salary in that figure ¢ 
’ Mr. Horvaru. That is the profit on my books as they appear on the 
income-tax statement. 

Mr. SHeeHan. Have you paid your self any salary before get- 
ting 

Mr. Horvaru. No, I do not pay myself a salary. 

Mr. SHEEHAN. That is all, Mr. Chairman. 

Mr. Roosrvertr. Mr. Horvath, let me ask you two other questions. 

You and Mr. Connor and Mr. Shepherd all have testified as to your 
gallonage, and the gallonage considerably exceeds the gallonage that 
has been testified to by the other complainants who have been before 
the committee. 

In your opinion, if your gallonage was down around 10,000 or even 
15,000 a month, would you feel that you could stand a price war in 
a given area without assurance of company support ? 

Mr. Horvatu. Well, as far as I know, the company has always 
given that support to any dealer in any restricted price area irregard- 
ess of gallonage. 

Mr. Roosrvett. In other words, you think that every other Stand- 
ard dealer in your area, at the time that you got your assistance from 
the company, that exactly the same assistance was given to the other 
dealers ? 

Mr. Horvat. That is correct, Mr. Roosevelt. 

Mr. Roosrvett. If it was not, however, and if it could be shown 
that it was not given, you would agree that the small dealer would 
have a very difficult time to stay in business ? 

Mr. Horvatu. If he was not given the help, I would assume he 
would have an awful time. 

Mr. Roosrvetr. The Giant gasoline station which moved in and 
started the price disturbance in your area, were you curious enough 
to try to find out where they were getting their gasoline from ? 

Mr. Horvatu. I was in a sense, although I have heard rumors 
that—I cannot be sure—it was distributed through Ashland Oil Co. 
Then I have heard other rumors which I do not place any confi- 
dence in. 

Mr. RoosrveLr. You mean, you placed confidence at the time in the 
first rumor ? 

Mr. Horvatu. I should not place any confidence in any rumor, for 
that matter, but I assume that that is where the source is coming 
from. 

Mr. Roosevetr. Mr. Arnold? 

Mr. Arnoxp. You stated that you voluntarily reduced your retail 
price during this price war. At the same time, you testified that you 
phoned, or you had an interview with a representative of the com- 
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pany, who voluntarily offered to reduce your wholesale price. Now 
if they had given you that reduction, and if you had not reduced your 
retail price, do you think the company still would have supplied you 
with a wholesale reduction, or do you think they would have taken 
it away? 

Mr. Horvarn. Yes, I know they voluntarily gave this reduction, 
irregardless of whether a dealer came down or not, because I know 
of several instances where prices have remained the same for several 
days after a price cut has been made, and I know from these particular 
dealers that they were receiving gasoline from the Standard Oil Co. 
at a reduced price. 

In other words, these particular dealers felt that they could hold 
out against competition by maintaining their higher price, although, 
they were gaining the benefit of the seven-tenths cent per gallon on 
which the company gave them. 

Mr. Arnoup. How far away from your station is this Giant service 
station ? 

Mr. Horvatu. The Giant station is located on the same street as 
T am, approximately a half a mile away. 

Mr. Arnotp. And you state it is now selling about 2 cents below 
your own posted price? 

Mr. Horvatn. I believe that is correct, 2 cents below. 

Mr. Arnotp. When you say “accepted retail price” what do you 
mean by the word “accepted ?” 

Mr. Horvatn. I mean by “accepted retail price,” a price which is 
generally charged in the Cleveland area; prices which dealers have 
added on to their tank-wagon prices as a fair margin of profit. 

Mr. Arnotp. Do you know the reason why the Giant service station 
reduced its price, let’s say, 3 cents? Do you think that was economi- 
cally feasible for them? 

Mr. Horvarn. I do not know what their policy was, but I believe 
their intentions were to increase their volume at the expense of the 
surrounding stations, which it would most likely do with a 3-cent 
variation in price. 

Mr. Roosrvetr. Mr. Sheehan ? 

Mr. Sueenan. I am interested in the price variation between the 
Giant station and your own. Apparently there seems to be a price 
spread where an independent station like the Giant sells gasoline, 
that does not affect you too much. Yet when they have a 3-cent dif- 
ferential, it apparently affects you. Is that correct? 

Mr. Horvaru. We assume that they would affect us, and that is the 
reason why most of the dealers, through the cooperation and help of 
the Standard Oil Co., have been able to meet their price by going 1 
cent below the posted price. We feel that a 3-cent margin, or a varia- 
tion, would be detrimental to our business. We have experienced 
loss of customers if we did not meet that variation in price. 

Mr. Surenan. But a 2-cent variation is not too deterimental ? 

Mr. Horvarn. A 2-cent variation has just been tried out in the last 
few months, and it has not affected my volume at my station; no, it 
hasn’t. 

Mr. Sueenan. In other words, you apparently feel that it is worth 
2 cents a gallon more to the customer to get a standard brand of gas 
that he knows about, rather than an independent brand; is that right? 
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Mr. Horvarn. I now feel that the customers are, who buy accepted 
Standard Oil products and service would be willing to pay the dif- 
ference of 2 cents in order to get the quality in that service. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Roosevetr. Mr. Horvath, how much money have you invested 
in your oil station ? 

Mr. Horvat. The only investment I have in my station is in stock 
and minor equipment. 

Mr. Roosevetr. Did you say what your gallonage was when you 
started out in this station ? 

Mr. Horvaru. I said I pumped 18,000 gallons of gas. 

Mr. Roosevetr. And now it is 110? 

Mr. Horvarn. 118. 

Mr. Roosevett. So you have increased about a hundred thousand? 

Mr. Horvatu. Yes, sir. 

Mr. Roosevett. Do you think that most of that was due to the assist- 
ance of the company advertising, or through your own development 
in your own area ? 

Mr. Horvat. Well, possibly—— 

Mr. Roosgvettr. Could I rephrase the question a little bit? Is all 
of this, or most of this, to individual customers, or is there any large 
proportion of it that is sold to a large consumer ¢ 

Mr. Horvatu. Oddly enough, we do not do a commercial business 
with large trucking companies. Most of our volume is on a customer 
basis. We have a few commercial accounts such as most any station 
will have, that is, monthly aecounts. We do not give a gasoline dis- 
count to any commercial account, and we treat them all the same. 

Mr. Arnotp. Of the $17,000 income, can you estimate, or give us 
exact figures, of how much of that would be attributable to your sale 
of gasoline? 

Mr. Horvaru. I have never broken down those figures. As I say, 
we do not figure on pennies per gallon, we figure on volume per fink 
and I cannot give you those figures at the present time. 

Mr. Arnotp. I do not mean the cost, I mean, of your $17,000 in- 
come, how much of that income resulted from your sale of gasoline 
itself as apart from tires, batteries and accessories, washing, et cetera ? 

Mr. Horvatra. Would you mean the gross, after or before—— 

Mr. ArNotp. I mean the net, the net income that you made purely 
and simply from the sale of gasoline. 

Mr. Horvatn. Gasoline, 100,000 per month—I would have to fig- 
ure this out for you here—minus the rent, $3,000 is—is would approxi- 
mately be $3,500 per month, a net on gasoline. 

Mr. Sueenan. I think Mr. Arnold would like to know how much 
of the $17,000 could be considered profit from gasoline and how much 
from other services ? 

Mr. Horvatn. I would say a profit from gasoline amounted to ap- 
proximately 60 percent of the profit. 

Mr. Roosevetr. Mr. Horvath, that leads me to the question: If you 
were a dealer, knowing as much as you do about the business, would 
you hesitate to stay in business if you knew or felt that your average 
volume would be somewhere around ten or twelve thousand gallons 
a ete view of the time and the effort and problems of running 
a station 
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Mr. Horvatu. A man pumping 10,000 gallons of gasoline does not 
have the help problem. He does not have the overhead, and he is his 
own boss, more or less. He will gain by his own efforts. That is en- 
tirely up to the individual dealer himself. 

Mr. Rimeiiahe Do you think, in your opinion, that he can make 
what you would call a living, a decent wage out of it? 

Mr. Horvatu. I am not accustomed to that type of income, myself. 
There are some dealers who are contented to go along on that basis, 
I would say. 

Mr. Roosevetr. Would you say that the average station in the Cleve- 
land area pumped more than twelve to fifteen thousand a month? 

Mr. Horvaru. I believe the average figure is somewhat around 40,- 
000, if Iam not mistaken. I would not have the exact figures on that. 
The company would probably know more about that. 

Mr. Roostvetr. Mr. Elliott, would you care to answer that? 

Mr. Exxiorr. I do not have the exact figures, but I would say the 
average volume in Cleveland is in the order of twelve or fifteen thou- 
sand gallons for all types of outlets. 

Mr. RoosEvett. That is what I had in mind. 

Mr. Exutorr. I think the 40,000 figure he is thinking of is perhaps 
for salaried stations. 

Mr. Roosevett. Mr. Sheehan? 

Mr. SuHeenan. Mr. Horvath, when you started off with 18,000 gal- 
lons a month, on what basis did you pay rent? Was it on a fixed rent 
basis or a gallonage basis? 

Mr. Horvatx. Ona gallonage basis, sir. 

Mr. SHrenan. What was it at that time? 


Mr. Horvaru. It consisted of a rental of 1.3 cents per gallon up 
to a figure of 12.5, if I am not mistaken, that has been 12 rrr ago, 


and a half a cent over that. In other words, we received a rebate 
of a half a cent, that is, on every gallon which we sold above that 
breakdown figure. 

Mr. Sueenan. In other words, at 1.3 cents a gallon for 18,000 gal- 
lons a month, you were paying, roughly $234 a month for rent. 

Now, as I understand it, you are paying 3 cents a gallon rent, aren’t 
you? 

weed Horvatu. I beg to differ with you, we are paying 1.3 cents 
rental. 

Mr. Sueenan. I thought before you said 3 cents a gallon. 

Mr. Horvaru. No. I probably referred to the price variation. 

Mr. SHeenan. That makes quite a bit of difference. However, on 
the same basis, you are paying roughly about $1,500 a month rent now? 

Mr. Horvatu. You are not considering the rebate which you receive. 
My rental is approximately a thousand dollars a month. 

fr. Smernan. A thousand dollars a month, which makes you a 

pretty good station for Standard of Ohio? 

Mr. Horvatu. It makes a good station for them, and also for me. 

Mr. Sueenan. Thank you. 

Mr. Rooseverr. Mr. Arnold? 

Mr. Arnotp. Would you prefer a 5-year lease instead of a 1-year 
lease on that station ? 

Mr. Horvatu. I have never considered that seriously because I 
felt that I was pretty secure with the company as a successful dealer, 
and I have never given that much thought. 
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Mr. Arnoxp. Well, just now, would you prefer a 5-year lease?’ 

Mr. Horvaru. It would not do me any good. I don’t suppose, if 
I would get a 5-year lease, it would secure me any more. I feel secure 
enough in a 1-year lease, because I am sure that the Standard Oil 
Co. wants good dealers. They are more than willing to automatically 
renew my Soies every year. 

Mr. Arnot. Well, if the Standard of Ohio is going to automati- 
cally renew your lease, what difference would it make to them whether 
you had a 5- or 10-year lease, or a 1-year lease? 
~ Mr. Horvarn. I do not understand your question. 

Mr. Arnoxp. As I understand your testimony, you are sure, in your 
own mind, that your lease will be automatically renewed each year 
by Standard Oil of Ohio. Therefore, from Standard Oil of Ohio’s 
oint of view, they might as well make a 5- to 10-year lease with you, 
eee that would be the practical effect anyway of the present 
arrangement ? ; 

Mr. Horvatu. They could have very well 

Mr. Roosevett. I am going to have to rule that I do not think that 
is a fair question to ask you, what the Standard Oil Co.’s attitude 
would be. 

Mr. Horvatn. As a matter of fact, I am quite sure that I could get a 
5-year lease if Iso desired. But, as a dealer, I do not feel it necessary. 

Mr. Roosrvetr. I think that is a proper question, whether you think 
it is necessary, or it would be advantageous to you, to have a 5-year 
lease. 

Your testimony is that you do not care one way or another? 

Mr. Horvarn. I do not need one. 

Mr. Roosrvett. Mr. Horvath, let me say to you, and through you, if 
I could, to Mr. Elliott, that from the testimony which the three of 
you have given so far, there is just one thing that I am worried about, 
that I gather from the impression that as you get down nearer the 
30,000 gallons per month being pumped, you get down to a pretty low 
net profit for your efforts, and if you go down to 12 or 15 which, as 
Mr. Elliott says, is the average, I do not see how anybody can stay in 
business and, if that is the average, that must mean that there are 
an awful lot of people who are in pretty serious straits if they have 
to rely largely on pumping gasoline to make a living. 

Do you follow me? 

Mr. Horvatn. Yes; I do. 

Well, sir, I believe that a man who is pumping, say, the average 
12,000 gallons, does not have the overhead expense, other expenses, 
necessary to maintain a business which a man has who is pumping 
100,000 gallons. 

Mr. Roosrvert. Well, he has it in a relative proportion ? 

Mr. Horvaru. Relatively, yes. So his margin of profit should be 
relatively the same. 

Mr. Roosrvetr. That is right. And if you get it low enough, on 
the spread of four-point-whatever-it-is, it would be so low that it 
would seem to me eates a very questionable thing as to whether it was 


economic for a dealer to be put into business unless he had a potential 
of nearer the 30,000 figure, than the 10,000 or 12,000 figure # 

oe Horvatu. I believe potential is entirely up to the dealer’s 
etforts. 
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Mr. Roosrvett. You do not think it depends on location ? 

Mr. Horvatu. Location probably has some disadvantage. Well, it 
would have some certain advantages, but I would say a major portion 
of his success is due entirely to his own efforts. 

Mr. Roosevetr. Mr. Horvath, would you say that there were areas 
where there was an oversupply of gasoline stations so that the com- 
petition would be such, that to achieve a satisfactory gallonage would 
be most difficult ¢ 

Mr. Horvatnu. You say “oversupply of stations.” I do not know of 
any area which is not oversupplied. There are more gas stations in 
the country than barbershops, I would say. 

Mr. Roosrvett. Well, now, why is that? 

Mr. Horvatu. I do not know. I suppose there is an overabundant 
supply of motorists and gasoline. 

Mr. Roosevettr. Well, now wait a minute. You cannot have too 
many stations if you have too many motorists. That is just filling 
the need. An oversupply of gasoline stations means, in my book, 
that you have more stations than are economically sound in a given 
area. 

Mr. Horvaru. I would not be well-versed on that portion of the 
testimony. I do not know. 

Mr. Roosrvetr. I am going to ask Mr. Elliott if he cares to comment 
on that point. 

Mr. Exuiorr. If I may, I would like to comment on both of the 
points you raised. 

As to the number of stations, there are approximately 40,000 fewer 
stations in the country today than there were in 1939. And, in the 


‘meantime, the total gig 5g of gasoline has more than doubled in 


that period. So that, on the basis of the facts, it would seem to me 
there are not too many stations, because there are fewer now than 
there were when the volume was half as much. 

On this other point, twelve to fifteen thousand gallon stations, as 
Mr. Horvath indicated, a dealer’s solution is in his own hands for 
this reason. There is nothing that requires him to stay exclusively 
in the gasoline business. And the typical—while we talk about a 
margin on gasoline of 4.3 or thereabouts, if you will take the gross 
margin on the other things that the typical gasoline dealer sells in 
washing and TBA and oil, that margin will be between 8 and 10 
cents. So that, you look at 12,000 gallons, and times 8 cents, and sa 
you have got about a thousand gallons a month gross out of whic 
to pay the rent and the expenses. 

d in addition, as I indicated this morning, about 80 percent of 
our regular dealers are in other businesses of various kinds. So that, 
you look on this man, not as a gasoline dealer, but as a businessman 
who has gasoline. 

That is one of the things that he sells. 

Mr. Roosevett. You, as a company, have no company policy, which 
would discourage a dealer from having another business that might 
occupy a good deal of his time? 

Mr. Extiorr. So long as he produces from that location. 

Mr. Roosrveitt. How do you judge that he is producing? 

Mr. Extiorr. You judge on the basis of whether he keeps up in 
general with the gasoline consumption, generally speaking. 
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Mr. Roosrvett. Keeps up with the what, with the quota that you 
have set ? 

Mr. Exxiorr. No, with the increase in the gasoline consumption. 
For example, last year in the State of Ohio, line consumption 
increased eee 3 percent. And while ee do not set the 
quotas, if we had a dealer whose business increased, or did not go down- 
hill, let us say, we say he is doing all right. 

Mr. Roosevett. I see. 

Mr. Elliott, would you be good enough to answer one other question ? 
What policy does your company pursue in planning for and building 
stations to meet the competition of other oil companies? 

Mr. Extaorr. The policy we pursue is to build a station in areas 
as they develop and as highways change, et cetera. We will build 
35 or 40 stations a year, and some of them we will lease out, some we 
will operate ourselves. Most of them we will lease out. 

But, you see, it is not a scattered thing. We have one sales division, 
where the population decreased from 1940 to 1950, whereas the others 
have increased. They have mushroomed greatly, so if you are on your 
toes we do not look at it as meeting competition from other companies, 
we look at an area as a place to sell more gasoline and make more 
money there. 

Mr. Roostve.t. Mr. Elliott, would you agree that your Standard 
Oil Co. has a slightly different problem in view of the fact that you 
have to buy so much additional gallonage outside of your own pro- 
duction than might be true of a company that had pressured to sell 
its own production ? 

Mr. Ex.iorr. I think that is true. We started out in the world for 
practical purposes with a marketing department and nothing else. 
We have tried to integrate backward. 

Mr. Roosrvett. Mr. Sheehan is not here, but on behalf of Mr. Shee- 
han and myself, Mr. Horvath, we appreciate very much your 
testimony. 

I think we will excuse all you gentlemen. We appreciate your 
testimony. 

The committee will be in order, please. 

Mr. Hull, would you raise your right hand, please? Do you 
solemnly swear the testimony you are about to give before this com- 
mittee shall be the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 

Mr. Hutt. I do. 


TESTIMONY OF WILLIAM J. HULL, OF ASHLAND OIL & REFINING 
CO., ASHLAND, KY. 


Mr. Huu. Mr. Chairman, my name is William J. Hull. I reside at 
Ashland, Ky., and I am executive assistant to the chairman of the 
board of Ashland Oil & Refining Co., a Kentucky corporation with its 
principal office in Ashland, Ky. My appearance here is primarily for 
the purpose of presenting to the committee the facts with respect to 
the transactions between the Frontier Oil Refining Co. and Glenn W. 
Manchester, formerly a dealer in Frontier Gasoline at Cheektowaga, 
N. Y., near Buffalo, who appeared before your committee on March 28, 
1955. Ashland Oil & Refining Co. acquired substantially all of 
the stock of Frontier Oil Refining Corp. in January 1950. 
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Frontier was merged into Ashland Oil & Refining Co. as of October 
1, 1952, and Frontier has since been operating as a division of Ashland 
under the name Frontier Oil Refining Co. We welcome this oppor- 
tunity also to acquaint the committee with the policies and practices 
of our company in the marketing of gasoline and related items. 

With your permission, I should like, first, to describe the general 
nature of our company’s business and its marketing policies and then 
present to you the facts with respect to Frontier’s dealings with Mr. 
Manchester. 

Ashland Oil is an independent refiner of petroleum. It produces 
less than 10 percent of the crude oil which is refined. The overwhelm- 
ing bulk of Ashland’s gasoline is sold to independent jobbers and 
dealers. These dealers and jobbers range from substantial marketers 
in large metropolitan areas to the country general store. Their com- 
mon characteristic is their independence. The small remainder of our 
gasoline is sold to commercial consumers, governmental agencies, and 
other refiners. Ashland sells no gasoline directly at retail. It operates 
no service stations. Relying primarily on independent businessmen 
for the distribution of its gasoline, Ashland has concentrated the 
major part of its effort and capital expenditure in the refining phase 
of the oil business. 

Ashland owns and operates 6 refineries with an aggregate capacity 
of about 140,000 barrels of crude oil per day. The company’s largest 
plant is located at Catlettsburg, Ky., near Ashland. Each of its other 
plants—at Canton and Findlay, Ohio; Louisville, Ky.; Freedom, Pa. ; 
and Buffalo, N. ¥.—was acquired by Ashland from a small independ- 
ent oil company of basically similar policies and position in the petro- 
leum industry. Nosubstantial change in the essential nature of funda- 
mental policies of these independent companies has occurred since 
their consolidation in the 1948-50 period. Of course, there have been 
changes in the details of administration and engineering, but Ash- 
land and each of its affiliates retained their original character as 
independent refining companies. 

Throughout its marketing territory, Ashland is in active competi- 
tion with major oil companies of vastly greater size and financial 
resources. It is able to maintain and improve its position by vigorous 
competitive effort. It has established its reputation as a reliable 
source of supply for its jobbers and dealers whose efficiency and en- 
terprise in the marketing field have won increasing acceptance for 
Ashland products. To encourage the independent businessmen, it is 
Ashland’s policy to render them such assistance, financial and other- 
wise, as it can, for Ashland believes that their continued operation as 
self-reliant, independent businessmen, free to exercise to the fullest 
their ingenuity and enterprise, is vital to Ashland’s success. 

Any policy which would coerce these dealers and jobbers or in any 
way impair their independent status would conflict with the funda- 
mental business policy on which Ashland’s operations are based. 
Thus, in the matter of tires, batteries, and accessories, Ashland exer- 
cises no pressure of any kind upon distributors or dealers in its prod- 
ucts to purchase their supplies of these items through Ashland, but 
attempts to sell TBA items to its distributors and dealers solely on 
the basis of merit. Having no company-operated stations, Ashland 
exerts no downward neers on dealers’ margins. Far from foment- 
ing price wars, which might prove ruinous to the independent job- 
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bers and dealers which it supplies, Ashland recognizes that such 
destructive competition is divectty opposed to its interest. Dependent 
upon the success and prosperity of wholesale and retail distributors of 
its products, Ashland has attempted to help to oe the security 
and to assist in every proper way the continuity of their operations. 
‘There is no more conclusive evidence of the true policy of the company 
in this regard than the simple fact that, as noted above, it operates no 
service stations. 

The oil business in all its many phases is highly competitive. Its 
high degree of efficiency and remarkable record of development in 
technology and improved products, and service, testify to the effec- 
tiveness of the competitive spur. But vigorous competition which 
is the lifeblood of the American economic system entails risks. There 
is no insurance against failure. And while such failures are regret- 
table and often tragic in their human consequences, the only alterna- 
tive to the competitive system, with its attendant risks, is Govern- 
ment-controlled cartelization which are the sworn enmies of free en- 
terprise. 

It is in this larger setting that the case of Glenn Manchester must 
be considered. It is not for us to pass judgment on the causes of his 
business failure. It is our duty rather to set forth the facts as accu- 
rate as we can and let them speak for themselves. 

Late in 1945, Glenn W. Manchester approached Frontier Oil Re- 
fining Corp. with a proposal to assist him in the financing of acquisi- 
tion of a tract of land at the corner of Harlem Road and Maryvale 
Drive in Cheektowaga, N. Y-, for the purpose of constructing a gaso- 
line service station on the tract. The proposal involved the leasing 
of the land or a portion thereof to Frontier at rentals sufficient to 
cover debt service on the property with the understanding that the 
premises would then be leased back by Frontier to Manchester for 
operation as a gasoline service station under an arrangement whereby 
the gasoline and other items, such as lubricating oils and greases, 
tires, batteries, and accessories would be purchased by Manchester 
from Frontier. Such terms were then customary in the petroleum in- 
dustry; the antitrust doctrine sharply limiting the use of exclusive 
dealing arrangement had not yet been enunciated by the Supreme 
Court. 

Pursuant to these negotiations, Manchester and Frontier entered 
into a lease under date of November 20, 1945, for a term of 10 years. 
This lease called for rentals of $135 a month and obligated Manchester 
to construct and install a service-station building and certain other 
equipment at a cost of not less than $6,500. Frontier obligated itself 
to construct and install on the premises gasoline supply pumps and 
tanks, an air compressor, a lift, floodlights, and air tower, appropriate 
signs for advertising purposes and blacktop for the driveway. For 
reasons which do not appear from our records, Manchester’s acquisi- 
tion of title was delayed and this lease was canceled by mutual agree- 
ment. Thereafter, on April 4, 1946, City Edge Homes, Inc., the 
owner of record of the premises in which Manchester was inter- 
ested, leased the same to Frontier on terms substantially similar 
to those of the November 20, 1945, lease. Under the latter lease, how- 
ever, the lessee undertook the following specific obligations, namely, 
to construct and install the items listed below : 
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Perhaps, I had best, with your permission spare the committee the 
boredom of hearing that list seat It will be in the record. 

Mr. Roosevett. We will read it for ourselves, thank you. 

Mr. Huw. Under date of May 11, 1946, City Edge Homes, Inc., 
as lessor assigned this lease to Manufacturers & Traders Trust Co., 
of Buffalo, N. Y., as collateral security for the payment of a certain 
bond and mortgage in the amount of $10,000 lent to City Edge Homes, 
Inc., by the said trust company for the construction of the improve- 
ments on the premises described in the said lease. This lease obligated 
Frontier to make an investment of some $5,000 in the property, of 
which $2,860.35 represented expenditures for nonremoval items, and 
installation expense which could not be recovered except through 
rentals received by Frontier. These amounts were increased by !ater 
expenditures (not called for by the original lease but made volurtarily 
to impvove his station and his business) $7,768.09 and $5,574.72, re- 
spectively. Now that is to say the total investment became $7,000 plus, 
and the investment in fixed or irremovable items became $5,000 plus. 
The lease further committed Frontier to pay $16,200 over a 10-year 
period regardless of the success or failure of the service station. Man- 
chester did not acquire title to the property until October 1946, having 
by that time arranged to assume the $10,000 Edge Homes mortgage 
and consolidate that with an additional $7,000 loan, of which $4,000 
was guaranteed by the Veterans’ Administration. Payments were 
$165 a month, of which $135 was covered by Frontier’s rental obliga- 
tion under the Jand lease. 

When the station was partially completed, Manchester desired to 
commence operations. In accordance with its standard practice in 


such cases, Frontier then required $1,200 cash collateral deposit in 
view of Manchester’s limited resources and lack of credit standing. 
Such an arrangement was completed on June 10, 1946, at which time 
Manchester had brought a partner, Andrew Eisla, Jr., into his busi- 
ness in order to obtain the funds required by the collateral deposit 
agreement. Under this agreement, Frontier was obligated to pay 
interest at the rate of 4 percent per annum on the cash deposited in 


excess of the amount of indebtedness, secured thereby. Upon con- 
summation of the credit arrangements, Frontier commenced the de- 
livery of gasoline to Manchester even though the terms of the lease- 
back to him had not yet been agreed upon. Frontier supplied him 
with gasoline for 3 months on a rent-free basis, since Frontier was 
not obligated to begin rental payments under the lease from City 
Edge Homes until completion of the station which occurred Septem- 
ber 1, 1946. Based upon its original estimates of the gallonage for 
the station, Frontier had taken the position that in order to cover 
its rental obligation of $135 a month and to provide a payout for 
its investment in fixtures and equipment for the station, the rental 
should be at the rate of 114 cents per gallon of gasoline delivered to 
the station with a minimum of $135 a month. One and one-quarter 
cents a gallon was Frontier’s generally prevailing charge. It may 
be noted in this connection that Mr. Manchester’s statement that 
Frontier originally requested a rental of 114 cents a gallon is in error. 
In any event, Manchester contended that the amount was too high. 
After it appeared, based upon a 3 months’ experience, that the sta- 
tion’s gallonage might reach. a range of 25,000 to 35,000 gallons a 
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month, Frontier volunteered to reduce the rental to three-fourths of a 
cent a gallon, as a special exception since, if these volumes were main- 
tained a rental of three-fourths of a cent a gallon would provide a 
payout for investment. It was on this basis, therefore, that the 
sublease of September 20, 1946, from Frontier to Manchester was 
consummated. 

In his statement before your committee (transcript, p. 125), Mr. 
Manchester states that Mr. Eva of Frontier had informed Man- 
chester, his wife and the “real-estate man” that “their operator’s 
lease would have the same figures as my land lease.” We have no 
information in our files as to what representations Mr. Eva may 
have made in this connection. If such a statement were made it was 
entirely unauthorized. Frontier was called upon to make a substan- 
tial investment in this station and under its settled policies would 
require rental sufficient to provide a reasonable hope of recovery of 
such investment. I am submitting for the record as an appendix to 
my statement, an affidavit by Mr. C. G. Maxwell, a vice president of 
Frontier, who was in charge of the company’s sales and personally 
familiar with the negotiations and arrangements with Mr. Man- 
chester. As appears from Mr. Maxwell’s affidavit, Frontier willingly 
reduced the rental request to three-fourths of a cent a gallon on the 
basis of the station’s gallonage. Mr. Maxwell has no knowledge that 
Manchester was told, as he asserts (transcript, p. 126), “to sign this 
or get out.” In his statement, Mr. Manchester raises a question as to 
“where the surplus rent went and how many shared it, three-fourths 
of a cent times 35,000 gallons” (transcript, p. 126). In order that 
the committee may be fully apprised of the facts in this regard, we 
have made a computation of the total rents received from Manchester 
during the period of his operations under the sublease of September 
20, 1946, ind of the distributions made as follows: 

Total rent paid Sept. 1, 1946—Oct. 31, 1951_....._.-_._._-_________ $14, 278. 16 


Amounts paid over by Frontier to Manufacturers & Traders 
Trust Co. under assignment Sept. 1, 1946—Oct. 31, 1951______ 8, 370. 00 





Balance 


Frontier’s investment in improvements to the station, not re- 


movable 


Net balance over rent collected 


This means that during Manchester’s occupancy the company’s in- 
vestment in irremovable fixtures at the station just barely paid out 
without allowance of interest on the investment. Interest at 4 percent 
on declining balances of the investment over a 5-year period would 
yield a figure of $557.40. These figures do not take into account 
depreciation on the company’s investment of $2,189.36 in equipment, 
pumps, storage tanks, air compressor, island lights, and so forth, 
which can be removed. 

We are not aware of the nature of the difficulties which arose be- 
tween Manchester and his first partner, Mr. Eisla, but our records do 
show that on June 21, 1948, Frontier entered into a new sublease with 
Manchester and Clarence V. Brauch, his second partner. 

It is true, as Mr. Manchester states, that the original sublease from 
Frontier required that the premises be used and occupied principally 
for the operation of a sieht filling station for the sale of Frontier 
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products only. As noted above, such arrangements were in accord- 
ance with the general practice of the industry at the time. This pro- 
vision of the contract, however, was never enforced as to lubricating 
oils and greases or tires, batteries, and accessories. The best evidence 
of this fact may be obtained from the record of Manchester’s gasoline 
purchases as compared with his purchases of lubricating oils and 
greases and TBA items. The record of gasoline purchases from com- 
mencement of operations in June 1946 through October 1951 when 
Manchester vacated the station, together with the record of sales 
under new occupancy commencing in February 1952, is set forth in 
exhibit A. The record of Manchester’s purchases of motor oil and 
greases and of tires, batteries, and accessories during the period of 
his company is set forth in exhibit B. 

The national average figures show that sales of motor oils nor- 
mally amount to at least 1 percent of gasoline gallonage. Frontier’s 
sales of this item to Manchester represented only 0.7 percent of his 
gasoline gallonage. Similarly, the national average figures show that 
sales of tires, batteries, and accessories normally amount to about 
$45 per thousand gallons of gasoline. Frontier's sales of these items 
to Manchester amounted to $5.38 per thousand gallons of gasoline 
sold by him. 

As in the case of Manchester’s dealings with his first partner, we 
are not informed as to the precise character of his difficulties with 
Mr. Clarence V. Brauch, his second partner, which apparently reached 
a climax early in 1950. Manchester did, however, approach Frontier 
with a request for a loan early in 1950 for the purpose of buying out 
Brauch’s interest in the partnership. At that time Manchester was 
indebted to the Manufacturers & Traders Trust Co. both on account 
of the first mortgage indebtedness then standing at a balance of 
about $13,000 and on account of a loan of approximately $4,000 
which was being paid off by surcharges in the amount of 114 cents 
a gallon against his invoices of motor fuel from Frontier. He was 
requesting a further loan of about $11,000 to buy out his partner. 
Under these circumstances, the trust company and the previous man- 
agement of Frontier declined to undertake the additional investment. 
This matter was first brought to the attention of the management 
of Ashland Oil & Refining Co. in May 1950 shortly after Mr. Man- 
chester had presented his grievances to the Veterans’ Administration 
in Washington requesting presentation to the Senate Small Business 
Subcommittee. The Ashland management in collaboration with Mr. 
Maxwell worked out in conferences with Mr. W. C. Stewart, repre- 
senting the Senate Small Business Subcommittee, Mr. William A. 
Underhill, Acting Assistant Attorney General, and Mr. Robert E. 
Freer, Manchester’s Washington attorney, mutually satisfactory ar- 
rangements to conform the terms of the lease to Manchester with 
the interpretation of the Clayton Act adopted by the Supreme Court 
in the Standard of California case in 1949. 

This involved a revision of the basic lease and the sublease extending 
the terms of both to August 31, 1960; modifying the latter to provide 
specifically that Manchester should have freedom to handle petroleum 
products and accessories other than those furnished by Frontier, elim- 
inating the original 30-day cancellation clause, and substituting there- 
for a provision that Manchester could cancel at any time on 30 days 
notice and that Frontier could cancel upon 30 days notice if the tenant. 
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failed to order or accept deliveries of at least 15,000 gallons of gasoline 
per month over a period of 3 months or if the tenant failed diligently 
and faithfully to operate the leased premises as a gasoline station. 
At the same time the $1,200 collateral _— agreement was canceled 
at Manchester’s request and the account was placed on a c. o. d. basis. 
These changes were not the result of a court order or legal directive. 
They were made in a spirit of full cooperation with the responsible 
authorities to namany with the current interpretation of the laws and 
have been strictly complied with by Frontier. Moreover, the Ashland 
management, taking a more liberal view than had the previous Fron- 
tier management, went further and determined on its own volition to 
make an additional loan of $12,000 to Manshester to enable him to buy 
out his partner. This loan providing for payments of $121.50 a month 
and secured by a second mortgage on the service station property, has 
been in default since August 1951. Manchester has made no payments 
thereon since July 16, 1951. 

The price war to which Manchester refers in his statement com- 
menced in the spring of 1951. As Manchester points out (transcript, 
p. 129), he was offered a one-half cent discount to assist in protecting 
his margin in line with the company’s offer to all its dealers in areas 
affected by the price war who elected to cut their price 3 cents a gallon. 
His statement at that point appears to be in direct conflict with his 
statement at page 137 to the effect that Frontier refused him such a 
discount. The fact is he was offered it when the price war reached 
his area. It is possible that his later statement refers to a time when 
the price war had not yet extended to his vicinity. Frontier had 
nothing whatever to do with the fomenting of the price war and 
having no control over the prices at which its dealers sold gasoline, 
could not influence their decisions as to whether they would meet the 
competitive prices. 

In the spring of 1951 Manchester became involved in such serious 
financial difficulties that he asked Frontier’s credit department for 
assistance. He was obligated to some 16 outside creditors to the 
extent of $2,254.74 which he was unable to pay. Frontier lent him 
an additional $2,250, payable at the rate of 1 cent a gallon on his 

gasoline purchases and secured by another mortgage on “his property, 
to enable him to pay these cr reditors. For his convenience, Frontier 
also agreed to accept his checks in payment for gasoline. In July 
1951 three of his checks were returned and have never been made good. 

These totaled $1,525.60. Frontier was prepared to help him wor k out 
this difficulty in the hope that the balance could be satisfied from his 
charge ticket credits. His decision in October 1951 to abandon the 
station destroyed the possibility of such a solution of the problem. 
The implication at page 130 that Frontier forced him out of business 
is without any foundation whatever. 

The present balance of his accounts with Frontier is as follows: 











Original | oe Accrued 
amount Balance | interest 
oo | a 
Aug. 8, 1950, mortgage loan..............-.---.-----.--------- $12,000 | $11,233.80} $1,746.18 
Apr. 6, 1951, mortgage loan..._..__.........-..........-.. UY 2) 250 | 943. 43 | 135.39 
Oa i infin hea nis aaah ao edad losses -555505-: 1, 623. 0B} 2. <.-......-. 
Principal and accrued interest__..................------ Sassi, skit 15, 582. 78 
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When Manchester abandoned his station in October 1951, it became 
necessary for Frontier to cancel his sublease so as to be able to lease 
to another dealer who could continue operations. Moreover, as he 
testified, acting on advice of the Veterans’ Administration he has de- 
faulted on his GI loan in order to bring about foreclosure and a public 
sale. Frontier, of course, has cross petitioned in the foreclosure pro- 
ceeding instituted by Manufacturers & Traders Trust Co. to protect 
its liens. According to the foreclosure petition filed by the Manu- 
tacturers & Traders Trust Co., its lien against the service station prop- 
erty secures debts of $8,619.83. The Bureau of Internal Revenue 
has recently filed a tax lien against the property for $515.41 for Man- 
chester’s arrears in 1951 withholding taxes. 

Some additional points require clarification. They are dealt with 
in Mr. Maxwell’s affidavit but I should like to point out, based upon 
such affidavit, the following: 

(1) Manchester refers to the fact (transcript, p. 128) that a Mr. 
Joseph Geib was willing to advance him money to buy out his part- 
ner and cover all his outstanding debts provided Frontier would re- 
linquish its lease. This occurred some time early in 1950. This ar- 
rangement would have provided no protection for Frontier’s sub- 
stantial investment in equipment and fixtures at the filling station. 
Naturally, under these circumstances Frontier was unwilling to con- 
cur in this proposal. 

(2) Manchester charges that Mr. Maxwell of Frontier had prom- 
ised him a one-half cent discount from the regular wholesale price of 
gasoline if Manchester could obtain permits for additional storage 
capacity to enable him to buy in tank-truck lots. (See transcript, 
p. 127). Mr. Maxwell categorically denies having made any such 
promise. Frontier expended $834.65 for the installation of the addi- 
tional tankage. ‘This is exclusive of the cost of the tanks themselves 
to which Frontier retains title. 

(3) Mr. Manchester is in error in his statement that Frontier’s 
contract with him contained an obligation on Frontier’s part to paint 
the service station once a year. (See transcript, p. 127 x 

(4) Mr. Maxwell denies that he and Mr. Neiderhauser came to the 
station in Manchester’s absence and ordered his men to remove Cham- 
pion sparkplug signs and further denies that Manchester was or- 
dered to remove his remaining Champion plugs from the shelves and 
replenish his stock with Autolite. ‘(See transcri b P. 127.) 

(5) Mr. Manchester’s statement at page 130 of the transcript that 
to safeguard its second mortgage Frontier refused to honor charge 
tickets for gasoline deliveries but instead impounded his working 
capital and dried up his pumps by applying the charge tickets to his 
previous account, misconstrues the facts. It will be recalled that at 
Manchester’s insistence his collateral deposit of $1,200 had been re- 
funded at the same time that the $12,000 loan was made to him by 
Frontier to enable him to buy out his partner. His terms were 
changed from a load-to-load basis to c. 0. d. on gasoline with 1 per- 
cent 10 days on motor oils and greases. He shortly accumulated a 
balance which he was unable to pay on his oil and grease purchases 
and his charge tickets were applied against this overdue balance on 
account of motor oil and grease purchases, as well as against current 
monthly purchases of oils and greases and the debt for which he 
issued the bad checks above mentioned. No credits were applied to 
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Frontier’s mortgage debt. This arrangement was designed to assist 
Manchester in a difficult situation, not to handicap him in the con- 
duct of his business. He defeated Frontier’s efforts to aid him by 
abandoning his station. 

(7) Mr. Manchester’s testimony at page 136 of the transcript carries 
the implication that Frontier attempted to encourage him to drop his 
price 8 cents a gallon at the time of the price war and as an induce- 
ment offered him a one-half cent discount. Any such implication 
would be false. As stated above, Frontier was prepared to assist its 
dealers to the extent of a one-half cent discount in the event they 
decided—and only they could make the decision—to reduce their price 
3 cents a gallon. This was the concession generally being made by 
other oil companies. Mr. Manchester was free to decide whether to 
reduce his price or not. He elected in the exercise of his own business 
judgment not to reduce the price. There is no basis, therefore, for 
complaint on his part that others were given only to the extent re- 
quired to meet competition which was offering a one-half cent discount 
to dealers who felt compelled to reduce their prices 3 cents a gallon. 

Ashland Oil & Refining Co. profoundly regrets Mr. Manchester’s 
failure. He was a good gasoline marketer and as exhibit A shows, the 
sales volumes of the station were far higher under his operation 
than they have been subsequently. Strictly as a matter of business it 
was to our interest that he continue to operate his station. We be- 
lieve that every reasonable concession was made to enable him to con- 
tinue in business. It is obvious that we have dealt with him more 
leniently than any of his other creditors and so far as we can deter- 
mine we have the largest amount of risk. Circumstances over which 
we had no control gave rise to difficulties which apparently caused 
him to feel that he could not carry on. 

Mr. Roosrevetr. Thank you, Mr. Hull. I believe you have submit- 
ted Mr. Maxwell’s affidavit to counsel. 

Mr. Huw. Yes, I have, Mr. Chairman. 

Mr. Roosevett. I only have a few questions, Mr. Hull. Nol; onthe 
first page of your testimony, you state that Ashland Oil is an inde- 
pendent refinery of petroleum, of less than 10 percent of the crude oil 
it refines. 

I presunnie you buy the other 90 percent from other major oil com- 
panies? 

Mr. Hut. We buy from other oil companies and, of course, a great 
many different independent producers in the oilfields. 

Mr. Roosrvett. I see. While it is true that Ashland does not 
have any gasoline stations—as you operate today with Frontier being 
not a subsidiary, but a division of Ashland. 

Mr. Hutz. A division; yes, sir. 

Mr. Roosrvert. It would not be unfair perhaps to say that Ashland 
does actually have gasoline stations today? It is in the distribution 
business, so to speak? 

Mr. How. Well, Mr. Chairman, the distinction I wanted to draw to 
the committee was this; that neither Ashland proper, so to speak, nor 
any of its divisions, owns and operates—any gasoline filling stations. 
That is true with Frontier just as it is throughout’ the company. 

_ We owned a good many filling-station properties and leased the fill- 
ing stations to independent dealers, but we don’t have any salaried 
operations to use the conventional term about that. 
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Mr. Roosrvett. That is particularly interesting to me because, im 
your opinion, does the lack of owner-operated, owned and operated 
stations handicap you in the distribution of your product ? 

Mr. Hutu. We have not found it to be the case, Mr. Chairman. 
Ashland has felt and its experience has shown up to now that the gal- 
lonage position of the company is better served by independent busi- 
nessmen in their local communities than we think we could do the job 
by direct cooperations. 

But the facts are that competition in the oil business from the point 
of view of a relatively small company—and in this big league Ashland 
is a small company—may become such, and indeed may be becoming 
such now, that we might find that in certain areas we will not be able 
to find satisfactory outlets for our products except through operating 
some stations of our own. We hope that won’t happen. 

We would much prefer never to have to take that step primarily be- 
cause it would add a great deal to our costs of operations. 

Mr. Roosevevr. In your lease stations, do you normally own the 
real estate ? 

Mr. Hutu. I wouldn’t be able to say categorically that we normally 
owned it. There are cases where we own it and cases where we lease 
from some third person. There are a few cases not nearly so numerous, 
and I can’t give you the exact mathematical breakdown of it—although 
we could supply it if you wanted it for the record—where we lease 
_ and lease back under the rather conventional arrangements that the 
industry has for that purpose 

Mr. Roosevetr. Mr. Hull, from your observations, when price wars 
occur who would you say was primarily responsible for the beginning 
of the price war? The dealers or the companies ? 

Mr. Hutz. I wouldn’t really be prepared to comment on that, Mr. 
Chairman. Ordinarily my experience is that some dealer drops the 
price and the fun starts. I mean I’m not sufficiently informed of the 
details of those problems and situations over a wide area to be able to 
say that I think there is any typical pattern. 

Mr. Roosrvetr. Well, now Mr. Hull, I am giving you credit for be- 
ing fairly astute because I think you and your company have shown 
it, and it is hard for me to believe that you have not examined a situ- 
ation as critical as this obviously has become in some areas without 
reaching some conclusion as to whether you think the dealer just drops 
it on his own or whether there is a concerted effort made for him to do 
SO. 

What I am trying to get at in here is, in the protection of the man 
with the small-gallonage station—and I assume you listened to some 
of the previous testimony—this is a very serious thing to this commit- 
tee if in any sense a company can be said to be the first instigator of 
the price war. Specifically, have you ever had any—shall I say evi- 
dence brought to your attention that this was anything but the normal 
operation of competitive forces ? 

Mr. Hutu. No, I have not, Mr. Chairman. 

Mr. Roosevetr. Mr. Sheehan ? 

Mr. Sureenan. No questions. 

Mr. Roosrvett. Mr. Arnold? 

Mr. Arnotp. No questions. 

Mr. Roosgvert. Mr. Dalmas? 

Mr. Datmas. No questions, 





DISTRIBUTION PROBLEMS 623 


Mr. Rooseverr. We appreciate your coming down here and giving 
this testimony to the committee, because in the spirit of the committee 
we do always want to have both sides of the question, and we know 
there is another side to the question, and the committee is very glad to 
have it. 

Thank you. eo 

Mr. Hutz. We are very grateful for the opportunity, Mr. Chairman. 

Thank you very much. 

(The affidavit of Clayton G. Maxwell supplementing the testimony 
of Mr. Hull is as follows :) 


AFFIDAVIT OF CLAYTON G. MAXWELL 


SrTaTe oF NEw York, 
County of Erie, ss: 

Clayton G. Maxwell, being first duly sworn, deposes and says: 

(1) 1 am a vice president of Frontier Oil Refining Co., a division of Ashland 
Oil & Refining Co. ; at all times during the period from 1940 to 1950 I was general 
sales manager of Frontier Oil Refining Corp., a New York corporation, and in 
January 1950 I was elected vice president in charge of sales of said corporation, 
serving in that capacity until October 1, 1952, when said corporation was merged 
with and became a division of Ashland Oil & Refining Co. and I have personal 
knowledge of the facts herein set forth. 

(2) At the time of the original negotiations with Glenn W. Manchester, Mr. 
Victor Eva was representing Frontier Oil Refining Corp. in the matter. He 
worked under my supervision and direction. He is no longer employed by 
Frontier. If Mr. Eva advised Manchester that the sublease from Frontier to him 
would provide rentals exactly the same as those stipulated in City Edge Homes, 
Inc.’s lease to Frontier, Eva acted without authority and contrary to company 
policy. During the period in question, it was the established policy of Frontier 
to charge rentals of 114 cents a gallon on lease and leaseback transactions where 
a sizable investment by the company was to be made in improvements and equip- 
ment for the station. We willingly authorized an exception in the Manchester 
case when it appeared after some 3 months of rent-free operation that the volume 
of business would be sufficient to justify expectation of payout on the investment 
plus a reasonable return on the basis of three-fourths of a cent per gallon. Con- 
trary to Manchester's testimony at the March 28, 1955, hearing of Subcommittee 
No. 5 of the House Select Committee on Small Business (transcript, p. 126), a 
rental of 1%4 cents a gallon was never, to my knowledge or with my authority, 
demanded of him. Neither I nor anyone acting in accordance with my instruc- 
tions told Mr. Manchester (as he charges, transcript, p. 126) that he must sign 
the sublease providing for three-fourths of a cent a gallon rental or get out. 

(3) Mr. Manchester’s statement that I would give him a % cent a gallon dis- 
count if he could obtain permission to increase his gasoline storage and take 
deliveries in tank truck lots is not true. Moreover, Frontier expended $834.65 
for installation of additional storage at that time (exclusive of the cost of the 
tanks). 

(4) Contrary to Manchester’s statement (transcript, p. 127), Frontier had no 
obligation written or oral to paint the Manchester station once a year. Proper 
maintenance was his obligation. Upon his request, I did promise him that 
Frontier would pay $500 toward the cost of facing his station with Permastone 
and that was done. At the time of his request, I asked him if he would consider 
handling more Frontier oils if Frontier would make such a contribution. In the 
presence of Mr. Alfred Niederhauser, my assistant, Manchester said he would 
be more than willing to do that. Contrary to his statement (transcript, p. 127), 
my commitment to him of our contribution was not conditioned on his agree- 
ment to “stop handling Quaker State oil.” Frontier never used any threats or 
pressure upon Manchester to induce him to handle Frontier lubricants, greases, 
or TBA items, nor did it ever seek to enforce its contractual right in that regard. 

(5) It is not true that Mr. Niederhauser and I called at Manchester’s station 
in his absence and ordered his men to remove Champion signs nor was Man- 
chester ordered or requested by me or in accordance with my instructions to re- 
move Champion plugs from his shelves and replenish his stock with Autolite. 

(6) I recall discussing with Mr. Manchester his proposal that Mr. Jacob Geib 
(transcript, p. 128) lend him sufficient funds to pay all debts and buy out his 
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partner provided Frontier would relinquish its lease. I informed Mr. Manchester 
that such an arrangement could not be accepted since it would make no provision 
for Frontier’s investment in fixed improvements. I did not make any statement 
to Manchester as he charges (transcript, p. 128) to the effect that he was in a 
hole and should get out the best way he could or else sink. 

(7) With respect to Mr. Manchester’s charges (transcript, p. 129) that at 
the time of Manchester’s request to Frontier for a loan to buy out his partner, 
I remarked to a friend of his that I had Manchester “over a barrel” and was 
going to make him “squirm,” I deny having made any such statement, 

(8) With respect to Manchester’s testimony regarding the gasoline price war 
in 1951 and the matter of a discount to him, our position was that we would meet 
competitive reductions in the tank wagon price. Competition was then offering 
a %-cent discount to dealers who felt compelled to drop their prices 3 cents a 
gallon. This we offered to do for Manchester when the price war extended to 
his immediate area if he decided he must drop his price. He determined to hold 
his price and I took the position that that was his decision which he had a perfect 
right to make, but that a reduction in the tank wagon price to him under those 
conditions could not be justified. The dealers to whom we gave a %-cent dis- 
count were those who had reduced their service station prices 8 cents a gallon 
and we believed it proper to assist them in line with competition to that extent. 
When Manchester consulted with me as to whether he should reduce his price, 
I advised him that only he could make that decision and that Frontier had no 
control of his price and could accept no responsibility in the matter. If at any 
time I said to him as he charges (transcript, p. 136), “That’s your lookout, not 
mine,” or made any remarks of like effect, it was in an attempt to point out his 
responsibility for making his own price decisions and not as he implies to express 
indifference to his problems. 


Further affiant saith not. 
Crayton G. MAXxwELL. 


Sworn to before me and subscribed in my presence this 5th day of May 1955. 
Marearet A. Baruss, 
Notary Public, State of New York. 

My commission expires March 30, 1956. 

Mr. Roosrvetr. The committee will next hear from Mr. C. J. Guzzo. 

Is that correct, Mr. Guzzo? 

Mr. Guzzo. Yes, Mr. Chairman. 

Mr. Roosevett. Will you raise your right hand, please? Do you 
solemnly swear that the testimony that you are about to give before 
this subcommittee shall be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Guzzo. I do. 


TESTIMONY OF C. J. GUZZO, VICE PRESIDENT IN CHARGE OF 
DOMESTIC MARKETING OF GULF OIL CORP. 


Mr. Guzzo. Mr. Chairman, my name is C. J. Guzzo, and I am vice 
president in charge of domestic marketing of Gulf Oil Corp. I am 
grateful for the opportunity to appear before this committee and 
present some interesting statistics and facts which not only will dis- 
sipate some otherwise erroneous impressions concerning my com- 
pany and the industry as a whole, but will, I feel sure, be of great 

elp to your committee in analyzing the problem you now have under 
consideration. 

First, let me say that Gulf Oil Corp. and its wholly owned sub- 
sidiary, Gulf Refining Co., are engaged in the manufacture and 
wholesale marketing of gasoline, oil, and lubricants and other petro- 
leum products, as well as tires, batteries, and accessories, for resale 
under the Gulf brand. Marketing activities of these companies are 
conducted in 40 States. The function of each company is the same 
but each operates in different States. 
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As of the end of 1954, there were over 36,000 retail outlets selling 
Gulf brand petroleum products. Of these, only 98 are company 
operated, many of which are maintained primarily as training schools 
to familiarize Gulf salesmen with the practical aspects of marketing. 
The Gulf companies feel that the most effective method of marketin 
Gulf brand products to the consuming public and the building an 
maintaining of good will and public acceptance of the Gulf name 
is through the medium of the independent merchant who resides 
in his own sales territory and operates his own business. 

At the close of 1954 Gulf Oil Corp, and Gulf Refining Co. were 
selling products to 36,312 customers who, as independent merchants, 
operated businesses ranging in size from large superservice stations 
to 1-pump grocery stores at the crossroads. Of these 36,312 inde- 
pendent dealers, approximately 30,000 own the property upon which 
cee place of business is operated, or lease from someone other than 

rulf, 

In order to maintain our position in the highly competitive gaso- 
line market, we have found it necessary to either purchase or obtain 
long-term leases on some properties which are considered to be stra- 
tegically located from the point of view of traffic and sales opportu- 
nity. These properties, whether owned or leased by Gulf, are in turn 
leased to individuals who operate them as independent merchants. 

The 6,534 independent dealers who lease their service stations from 
Gulf Oil Corp. or Gulf Refining Co. execute a uniform written lease 
which is for a firm 1-year period, usually with a flat monthly rental. 
This lease contains no cancellation clause; it merely creates a land- 
lord-tenant relationship. The lease contract is in noway connected 
with or tied to the commodity-supply contracts. The lease agree- 
ment contains no restrictive provisions as to the sale of competitive 
prodact on the premises. No difference exists in the freedom to 
1andle competitive products on the premises. No difference exists 
in the freedom to handle competitive products between dealers who 
lease their stations from Gulf and those who do not. 

Gulf petroleum products are supplied to retail dealers, including 
those who lease from Gulf, under two standard form commodity-sales 
contracts—one for gasoline and another for oil and lubricants. Both 
of these contracts are for periods of 1 year and each is completely 
independent of the other. Many dealers execute one and not the 
other. Under these two commodity-sales contracts Gulf agrees to 
sell and the dealer simply agrees to buy his requirements of Gulf- 
brand petroleum products under the terms of the contract. Neither 
contract is an exclusive dealing arrangement and neither contains 
any agreement, either positive or negative, with respect to the pur- 
chase of competitive products. The standard form gasoline contract 
is attached as exhibit A, the oil and lubricant contract is attached 
as exhibit B, and the uniform real property lease agreement is 
attached as exhibit C. 

Mr. Roosrvetr. Mr. Guzzo, may I interrupt you? Did you bring 
copies of your statement ? 

Mr. Guzzo. Yes; I did. I will give them to you. [Continuing:] 
These contracts constitute the entire agreement between Gulf and 
the dealer. And the conduct -and dealings between the parties are 
always in accordance with the terms of these contracts. 
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Now we have been subjected to a great deal of undue and unfair 
criticism—even before this committee, as well as other committees 
and investigatory authorities in the past—with regard to our actual 
relationship and practices with the independent dealers. 

We realize that our dealers play a vital part in the business of 
getting our products to the consumer, and consequently we try to 
attract and select the best possible type businessman as our dealer. 
This is just sound business. We want a man who is industrious and 
intelligent and possesses enough business acumen to institute such 
policies as attractive appearance, good housekeeping, service, clean 
restrooms and the like which have become identified with the Gulf 
trademark and which will reward him financially. 

I might say that for such a person I know of no other business 
in the entire country which offers greater possibilities of financial 
success on a smaller capital investment than the service-station busi- 
ness. Ordinarily the only initial investment required is enough to 
purchase the stock and equipment, which normally amounts to $3,000 
to $5,000. Thousands of our dealers net from $5,000 to $10,000 per 
year, and it is not at all uncommon for some of the better ones to 
net from $15,000 to $25,000 per year. For example our calculations, 
which are necessarily based upon estimations, show that a station 
pumping 20,000 gallons per month, doing a balanced business, will 
net the dealer between $600 and $900 per month. 

These, then, are the customers with whom we do business. They 
are independent businessmen engaged in an independent business of 
buying at wholesale and selling at retail Gulf products and the 
products of any other manufacturer which they may choose to sell. 
But let me emphasize that when we sublease these locations to these 
dealers we completely divest ourselves of control of the business. Al 
details of the operation—business hours, selection and employment of 
personnel, pricing, terms of sales, and other details, including use of 
independent judgment and intelligence—are his to determine; and the 
profits or loss from the operation of the business are likewise his. 

Gulf salesmen must meet these service-station owners and operators 
on an equal footing as businessmen and must put forth their best 
efforts to sell our products strictly on the basis of quality, public ac- 
ceptance, price, and many other factors brought to bear in good sales- 
manship. Our dealers, and bear in mind that I include our tenants in 
this term, are entirely free to exercise their own free and independent 
judgment as to what products they will sell. Of course, we want them 
to buy from us and our job is to prove to them, through good sales- 
manship, that they should select our brand, not only of petroleum 
products. but tires, batteries, accessories, and Gulf specialties. 

We do not, as this committee has been led to believe, use our posi- 
tion as landlord to coerce our lessee dealers to do our bidding and 
handle our products only. And in the case of dealer-owned stations 
with whom we have only a supply contract we cannot and do not use 
our position as supplier to coerce them to do our bidding and handle 
our products exclusively. We believe that for a merchant selling any 
product to be successful he must be sold on what he is selling. There- 
fore, we would be foolish indeed to attempt a practice that would in 
any way destroy his initiative or imagination. 

In making this statement of my company’s policy and practice to 
this committee, I am doing no more than reiterating the theme which 
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is and has been instilled in our sales force for many, many years. 
The dealers are fully aware of this policy and practically all of them 
have been and are now handling and displaying some brands of com- 
petitive merchandise. Any impartial investigation will disclose this 
fact. 

Much has been said to this committee about price wars in gasoline 
retailing accusing the major supplying companies, including Gulf, of 
instigating and controlling such price wars for various purposes of 
their own. Nothing could be further from the truth. Gulf’s interests 
lie in the opposite direction. 

Whenever these price wars break out we are faced with the neces- 
sity of saving our dealers’ economic lives by cutting our wholesale price 
to them. ‘This is essential to enable them to stay open and try to 
hold their trade which otherwise will certainly be drained off by the 
lower prices of their competitors. Price wars do not start as the 
result of anyone’s plan or contrivance. In every instance they start 
with the decision of an individual dealer or a company with several 
stations to cut their prices below those prevailing in the neighbor- 
hood to build up their own volume of business and the neighboring 
dealers have the choice of meeting the price or seeing their business 
dwindle away. 

If the initial price cut is an aggressive business-getting tactic and 
not based on sound economic factors in the area, it results in resentment 
and anger among competitive dealers affected. As soon as temper 
and emotions and anger flare, logic goes out the window and some 
decide to retaliate with an even lower price. The fight is on and usu- 
ally runs its destructive course until tempers cool and reason begins 
to prevail resulting in prices stabilized at a fair level above the costs 
of doing business. 

I don’t propose to moralize or assess fault in these situations. Price 
competition is an essential part of the operation of a free economy, 
and my belief is that as long as we have human beings engaging in 
business we will have occasional price wars, not just in gasoline but in 
all lines of competitive merchandise. 

Let me state emphatically that Gulf does not start or manipulate 
price wars. We abhor them. But in order to stay in business the 
prices of our competitors must be met at the wholesale level and if our 
dealers are to survive they must be able to meet the competition which 
affects their business. 

When our dealers are in trouble in a depressed price area and unable 
to meet their local competition we have found it necessary to extend 
them price assistance in the form of a temperary allowance off of the 
tank wagons or wholesale price. To guard against discrimination, 
Gulf in making such a move will extend this allowance to all of its 
dealers in the trading area affected by the competition in question. 

Normally a trading area is defined to include an entire city or town 
and sometimes will encompass a statewide area. Defining these areas 
is not an easy thing to do and they frequently must be enlarged to 
include other Gulf dealers in the surrounding territory who become 
subject to the same competitive pressures. 

I might add here that the granting of these allowances does not 
depend upon the dealer’s agreement to pass them on to the public. 
We make the decision to reduce our price and the dealer decides what 
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to do about his. This has been made clear by a letter to the dealers, a 
copy of which is attached hereto as exhibit D. Some of them use the 
allowance to meet their competition, others put it in their pocket. 

These allowances are extremely expensive to a supplier. For in- 
stan, in a city the size of Houston, Tex., where we sell roughly 3 million 
gallons a month to service stations, a price allowance would cost us 
$30,000 per month for each cent off of our tank-wagon price. In a 
very severe price war in Jacksonville, Fla., just recently, we were 
forced to grant an allowance of as much as 9.2 cents which was murder 
to our pocketbook. In addition to the expense, which can wipe out a 
year’s profits in an area in a very short time, these price wars disrupt 
and demoralize our dealers and our sales people. 

Also one of the worst aspects of price wars from the standpoint of 
a complex and highly organized business organization is their com- 
plete unpredictability as to area, severity, and duration. The idea of 
anyone in our position deliberately creating unprofitable and unpre- 
dictable conditions in his own market place is too obsurd to warrant 
the serious thought of a sensible person. In my 40 years in the petro- 
leum marketing business Gulf has never done a thing of this kind, and 
I know of no instance where any other major company has cut a price 
with the knowledge and intent that a price war would result. 

A clear-cut distinction must be made between this idea of the delib- 
erately induced price war on the one hand and keen price competition 
on the other. 

Nobody is more aware than I am of the fierce price competition in 
this business. The most significant development in this connection 
is the growth and success in the past several years of the unbranded 
retailer who has blossomed out on main street and has made the big, 
brightly lighted, well equipped, multipump station, with its “Save 
5 cents” sign a common sight from coast to coast. These people have 
been able to invade existing markets with, from my standpoint, alarm- 
ing success and now have substantial and growing shares of the mar- 
ket. Our situation in Texas is a clear-cut example of this trend, and I 
have had the attached graph prepared which shows our loss in market 
position over the past 5 years during which time the unbranded mar- 
keters have made a substantial gain. These figures are based upon 
gasoline taxes paid to the State of Texas. 

One of the earlier witnesses, Mr. Snow, has told this committee that 
various companies are price leaders in different sections of the country 
and that Gulf is the “hatchet man” in Texas pursuant to some kind 
of an understanding among the major suppliers, and has the assigned 
job of fighting the “independents” on prices in that State. This is a 
perro it charge. It is true that we and our dealers have been 

eenly competitive in Texas, particularly during the past year. But 
this has been a fight for our economic lives as the foregoing figures 
show and is certainly not a task assigned us by anybody else. There is 
no such agreement or understanding among the oil companies con- 
cerning Texas or any other markets. 

Several witnesses have tried to give this committee the impression 
that these unbranded retailers are not in competition with dealers 
who handle well-known major brands since they do not offer com- 
parable services with their gasoline sales. On that basis it has been 
said here several times that the unbranded retailer is entitled to sell 
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at prices substantially below the retail price of nationally advertised 
major brands such as ours. That may sound all right in theory but it 
becomes foolish in reality when a dealer sees his business dwindle 
away as soon as one of them opens up across the street. I know of an 
instance where one of these big mu!tipump stations in the Newark, 
N. J., area was able to sell over a half million gallons per month within 
6 months after opening. We had approximately 20 dealers in the 
area who wanted to cancel their contracts with us and close their 
doors. We had to give these men price protection to keep them in 
business. As soon as their prices became relatively competitive their 
customers came back and most of them survived. This is typical of 
what has been happening all over the country. 

Severe competitive price situations of this kind have made it neces- 
sary in the past year for us to put nearly 300 of our dealers on a con- 
signment basis for their gasoline. This shifts to Gulf the heavy 
financial burden of meeting local price competition. Under this ar- 
rangement, which some of the witnesses have referred to as the C-type 
station, we retain title to the gasoline and pay the dealer a commission 
for selling it at prices set by us to meet the requirement of local com- 
petition. These dealers still have 1-year leases on their stations and 
buy and sell all other products than gasoline as independent merchants. 
This arrangement has saved a number of dealers who otherwise would 
have been unable to survive the rigors of their local price competition. 
I believe the committee has already been furnished a copy of our retail 
consignment agreement by which the foregoing arrangement is made 
with the dealer. 

Certain witnesses have stressed to this committee the excessive mor- 
tality rate among service-station dealers and would have you believe 
that this is primarily due to the poor treatment accorded the dealers 
by the supplying companies. This, to me, is a fantastic allegation, for 
Gulf’s success depends on the success of its dealers, to whom we sold 
70 percent of all our automotive gasoline in 1954. Obviously our best 
interest hes in the permanence and stability of the dealers’ business. 
Gulf’s success in getting along with its dealers and their continuing 
success in business is demonstrated by these figures: 12,600 dealers 
have been our customers for over 5 years; 5,600 have been with us 
over 10 years; roughly 4,000 over 15 years; 2,000 over 20 years; 900 
have been with us over 25 years; almost 400 over 30 years; and 2 for 
more than 45 years. 

The matter of dealer turnover has been a subject of constant study 
by Gulf and we seem to be making progress in helping dealers develop 
so that they are better able to stand the competitive pace and thrive 
rather than wither. 

In 1954 we had 240 more stations leased to dealers than we had in 
1953, and during 1954 we had dealer turnover at 138 less of these 
stations than 1953. In fact, if we make as much progress in the next 
9 years as we have made along these lines in the fast year, our leased 
station dealer turnover will be limited to deaths and retirements. 

I can state without hesitation from my 40 years’ experience in 
petroleum product marketing, with much of it spent in the field in 
direct contact with these men, that by far the majority of our dealers 
are satisfied, happy, and prosperous. Of course there is an occasional 
disgruntled dealer but since they are human beings we must naturally 
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expect that, no matter what we do. If there is any way to improve the 
relation between Gulf and its dealers Gulf wants to know about it. 

Thank you. 

Mr. Roosrvert. Thank you, for a very forceful statement, Mr. 
Guzzo. 

We have a few questions, I am sure. 

I would first Like to ask you if you know what percentage of your 
sale of refined gasoline goes to others than your dealers or to your 
company-operated stations, sir ? 

Mr. Guzzo. I didn’t get the statement. 

Mr. RooseverT. Let me put it differently. Do you sell to inde- 
pendents other than to Gulf dealers ? 

Mr. Guzzo. Yes. 

Mr. Roosevetr. What percent of your total production goes to these 
independents ¢ 

Mr. Guzzo. Oh, a very small percentage. I would say 

Mr. Sueenan. Thirty percent. 

Mr. Guzzo. No, 70 percent goes to our regular dealers. Do you 
mean sales we have to other types of accounts ? 

Mr. Roosrver. To others who do not sell your branded products? 

Mr. Guzzo. Does that include consuming trade, direct? We sell a 
lot to manufacturers. 

Mr. Roosreveur. No, exclusive of those. I would say those that were 
in competition with your own dealer. 

Mr. Guzzo. Oh, I would say about 3 to 4 percent. 

Mr. Roosrverr. Only 3 or 4 percent of the 30 that goes outside? 

Mr. Guzzo. Other than what we sell to direct, such manufacturing 
or fleet operators and contractors and things of that sort. It may 
reach 5 percent. 

I assume what you mean is resellers now, is that right ? 

Mr. Roosrvetr. Resellers, that is correct. In other words, the pre- 
vious testimony before the committee has been that there are instances 
where you have put other people in business who became competitive 
to your own dealers, and it is through your desire to move your re- 
fined product that you sometimes instigate these price wars in order 
to get this gallonage off the market. 

Mr. Guzzo. Happily we are not in any such position because we 
sell more than we make. We are buying today from 12 to 14 percent 
of the total gasoline we sell, other than what we make. 

Mr. Roosgveur. Twelve to fourteen percent ? 

Mr. Guzzo. Yes; and we have bought as high as 20 percent. 

Mr. Roosevetr. Now my next question would be, sir, whether in 
your opinion the company is able to control either supervisor or sales- 
man in charge of a given area sufficiently so that the ideals which you 
have outlined here can be maintained in the face of the pressure by 
the salesman to do his job? 

In other words, the complaint, frankly, that has been given to this 
committee I think would indicate that sometimes while the company 
might have a fine set of rules, the rules weren’t being lived up to by 
the salesmen. 

Now what steps does the company take to see to it that its rules are 
enforced in the face of such complaints as have reached this com- 
mittee ? 
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Mr. Guzzo. Mr. Chairman, we never have a gathering of our sales 
people, small, medium size, or large, but what we don’t continually 
reiterate the independent position of every dealer, and our salesmen 
recognize that his suecess depends upon the success of the dealer and 
it is to his interest to keep the dealer happy, and I don’t believe that 
he would be foolish enough to antagonize him, because if he antagon- 
ized him he can’t be successful and consequently he would be con- 
tributing to his failure rather than to his success. 

There is no pomt that a salesman would have to gain in deviating 
from the company au because he would soon be caught up with 
and would be out of a job through failure. He just couldn’t succeed 
without the full cooperation of the dealers. 

Mr. Roosevetr. Well, Mr. Guzzo, isn’t that subject to this qualifi- 
cation? A salesman, for instance, has to make good for you in the 
home office in relation to the amount of Gulf-backed products, and if 
he finds a dealer selling other products certainly he is going to put 
every possible pressure on that dealer to sell Gulf products. That 
would only be human, would it not? 

Mr. Guzzo. No, Mr. Chairman. I have never known of a sale 
being consummated on the strength of pressure. Ordinarily, I be- 
lieve, the American mind is such that if a salesman attempted to put 
pressure on a dealer he would incur the ill will of that dealer and 
would go on the downgrade rather than on the upgrade. And all the 
experience I have had is that our salesmen are smart enough to know 
that their success lies in the success of the dealer, and consequently 
they are toencourage. A salesman’s job is to encourage and to inspire, 
not to discipline. They are not disciplinarians. They are trained 
to help ‘saint Gulf products. They are trained to go into a Gulf 
station and explain to them the quality of our products and how to 
best sell them. They are trained too well to go in and attempt to 
coerce them in any way because they know the dealer has access to 
the door of his boss, or to my door, and that wouldn’t go very far. 

Mr. Roosrvetr. I think I would feel better if you told me that 
occasionally there was a salesman who wasn’t quite so holy as you 
made out, because the evidence seems to have accumulated in various 
places such as the Federal Trade Commission and others that there 
are one or two dealers who don’t quite live up to that description. But 
I will accept it from you. 

Mr. Guzzo. Well, Mr. Chairman, I wouldn’t have you to believe 
that we are holier than thou, or perfect ; and there may be a salesman 
that would probably use those tactics also. But I would say he 
wouldn’t stay on the job very long because he just couldn’t succeed. 
That happened or may have been some years and years back, in the 
dark ages; but not in this enlightened day. A man who is a good 
salesman, a good merchant, can make a living without being pressured 
by an oil salesman. 

Mr. Roosrvetr. All right, sir. Let me pass on to another question ; 
on page 2 of your testimony you say that there are contracts that are 
in existence where the dealer takes the contract for gasoline but per- 
haps doesn’t take the one for oil and lubricants. What percentage 
would you say you have of such situations ? 

Mr. Guzzo. I don’t have a percentage figure in my mind. But 
there are many cases. 
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Mr. Rooseverr. You would say they are the exception to the rule, 
wouldn’t you? 

Mr. Guzzo. At this time I would say they are the small percentage, 
yes. 

Mr. Roosrvetr. Usually in stations such as the grocery store, where 
it wouldn’t be possible for them to handle—— 

Mr. Guzzo. There are some pretty good stations that will refuse to: 
exercise your contract for lubricants and oil. They will buy a little 
from you, but still don’t exercise the contract because they feel they 
don’t want to be bound to buy. 

Mr. Roosrvetr. I believe we had before this committee, Mr. Guzzo, 
a statement that in a situation now prevalent in the Rhode Island 
area there are times when a company such as yours will have an excess 
temporarily at least of product in that area, If that happens, what 
steps do you take to get rid of the surplus that accumulates in such 
an area? 

Mr. Guzzo. We have not had any surplus in that area or any other 
area for years and years, Mr. Chairman. But if we were to accumu- 
late a surplus we certainly wouldn’t attempt to get rid of it by cut- 
ting the price, because we know when you cut the price your com- 
petitor is going to meet you and you gain nothing by it. 

Mr. Roosevetr. But you do sell still to the unbranded dealer, that 
is correct; isn’t it? 

Mr. Guzzo. On the open-market price, on the basis of the posted 
going tank-car price, when we have it, yes, we do sell it to them, just 
as we do any other tank-car buyer or large-quantity buyer. 

Mr. Roosevetr. Now on page 7, when you discuss the trading areas, 
you say that they can be part of a city or town or the entire city or 
towns and sometimes a state-wide area. I assume that your decision 
in such matters depends upon the extent to which the price war 
develops ? 

Mr. Guzzo. That is right. 

Mr. Roosevert. Have you sufficient experience in these price wars 
to feel that it would be possible to be of assistance to the small-gallon- 
age dealer who, I think, from previous testimony which I am sure you 
heard today, has perhaps the hardest time economically, to enlarg 
that area at all times so that there would be fewer dealers heard on the 
fringes of a trade area? 

Mr. Guzzo. Mr. Chairman, I would say that we lean backwards to 
see that every dealer that can possibly be affected, by the means of the 
traffic flow, is taken care of, or is included in the allowance. 

Mr. Rooseveit. Now answer this question, and I am sure you will 
give me a factual answer: Is it always the policy of the company to 
give an allowance to all dealers in the area? Is there ever a situation 
in which you give to some dealers and not to other dealers ? 

Mr. Guzzo. No; we give it to all dealers in the affected area. 

Mr. Roosrvevr. That is the policy of the company, and to the best 
of your knowledge that is always adhered to? 

Mr. Guzzo. That is right. That is right. 

Mr. Roosrvert. On page 7 where you make the statement that “We 
make the decision to reduce our price and the dealer decides what to 
do about his,” by that “we” I assume that is the district manager? 

Mr. Guzzo. The company. 
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Mr. Roosgevett. How do you arrive at that decision ? 
Mr. Guzzo. They make the recommendation to the division man- 
agers, and if the division manager wants any counsel they get in touch 
with our office. 

Mr. Roosevett. Who makes the recommendation to him? 

Mr. Guzzo. The district manager. 

I might add that those recommendations are made usually after 
careful investigation because the dealers are being hurt and their 
volume is dwindling, we are hurt, and after careful investigation 
they make this recommendation. 

Mr. Roosevett. Now on the chart, the share of the market chart, the 
increase in the independents’ sales of gasoline in Texas, could you 
tell the committee where primarily these companies are getting their 
gas today ? 

Mr. Guzzo. All through Texas from different refineries. I could 
name several but I wouldn’t know from firsthand knowledge. Where- 
ever it is available. 


Mr. Roosrvert. Do you have many independent refineries avail- 
able in Texas? 

Mr. Guzzo. Oh, 7 there are a good many; oh, yes. 

Mr. Sueenan. In answering Mr. Roosevelt. as to their being no 
advantage to their cutting prices if there was an excess of gasoline 
supply in a certain area, | would like to pursue that further: If any 
particular company, not your own, has an excess of gasoline due to 
refining or purchasing too much and, if they should suddenly give 
the dealers a price discount everyone realizes that it increases the 
dealer’s volume to sell cheaply ; isn’t that so? 

Mr. Guzzo. That is usually a temporary situation. 

Mr. Sueenan. I agree with you. But it seems to me that the pri- 
mary concern of a company is to dispose of its excess supply of gaso- 
line without any regard for the effect this will have on the dealers. 

Mr. Guzzo. 1 would say that companies doing a business over a 
wide range would find it more economical to take that surplus gaso- 
line to another area and sell it that way. 

Mr. Sueenan. They may find it that way, but they may not desire 
todoit. That is what I am getting at. 

Mr. Guzzo. That is right. 

Mr. Surenan. You state on exhibit D that they notify the dealers 
they can use this price reduction in any way they choose. 

When did you send that to the dealers ? 

Mr. Guzzo. When we started there some time ago, I am not sure of 
the exact date of when we sent it to them. 

Mr. SHeeman. Approximately? ‘There is no date on it. 

Mr. Guzzo. Oh, probably October, my guess is, but I’m not sure. 
That would be last year. 

Mr. Sueenan. Of last year? 

Mr. Guzzo. Yes. 

Mr. Sueenan. After all of your years in business why did you 
suddenly decide to do this? 

Mr. Guzzo. Well there was quite a good deal of price flareups in 
Texas, and we wanted to reiterate our position, put it in black and 
white rather than leave it in verbal form. 

Mr. Sueenan. Is it possible some of your dealers were coerced by 
some of your salesmen who didn’t know of the company policy ? 
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Mr. Guzzo. Not to my knowledge. 

Mr. SHEEHAN. Possible? 

Mr. Guzzo. It is possible, but not to my knowledge. 

Mr. SHEEHAN. In other words, there was no direction from the 
company on it? 

Mr. Guzzo. No. 

Mr. Roosrvett. Have you never had brought to your attention any 
complaints from dealers of coercion ? 

Mr. Guzzo. No, sir; positively not. 

I have had dealers to tell me that salesmen were continuall telling 
them to keep their restrooms clean, and I would say, “ Why don’t 
you keep them clean? Don’t you know you should keep them clean?” 
But that is as far as I have gotten. 

In my 40 years experience I can truthfully say that I have never 
had a dealer complain to me that a salesman of Gulf had tried to 
force them into anything. 

Mr. SHEEHAN. In questioning Mr. Elliot here this afternoon or this 
morning, you probably heard that the committee is trying to find the 
accuracy of some of the statements that have been made before the 
committee. One that has been kicked around here quite a bit has 
been to the effect that there are approximately 200,000 gasoline-station 
operators and approximately one-third or 66,000 go out of business 
each year. I know I, personally, would like to see some definite figures 
on that. 

You state that your company has been studying this subject of 
dealer turnover and you have figures for the last 10-year period. Have 
you any breakdown on those particular figures as to what percentage 
of your dealers go out of business each year due to failure rather than 
to just selling out to somebody else who takes over a going business? 

Mr. Guzzo. No, sir; I have not. 

Mr. SHEEHAN. Have you made an attempt to find that out? 

Mr. Guzzo. Not recently. We would develop it. You see, our divi- 
sions, if they get into any excessive turnover they would counsel with 
us about it, and we have not had that kind of difficulty to speak of, 
just except a normal turnover. 

Mr. SuHeeHan. What is the criteria—— 

Mr. Guzzo. I might say that I am particularly struck with that 
figure 200,000. Do you believe that there are 200,000 leased stations 
in the United States? I don’t. 

Mr. SHEEHAN. I am questioning it. I don’t know, myself. 

Mr. Guzzo. Our lease stations amount to, according to the figures 
I gave you, about 5 percent of the total; that is that we lease to dealers 
to operate. I doubt seriously if the industry as a whole would amount 
to over 10 or 15 percent. That is just my own estimate of the situation. 
So I don’t know where you got that figure like 200,000. 

Mr. SHEEHAN. It has been given to us by other people here. 

Mr. Guzzo. I know, but I don’t know where it could come from. 
But I don’t think there are 200,000 stations in the United States where 
oil-company leases would be involved. 

Mr. SHEEHAN. That is one of the things we are trying to determine. 

Mr. Guzzo. I am just making that in passing. I hope you under- 
stand that. 

Mr. SueenAn. He points out that you have—— 
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Mr. Guzzo. Not where we exercise the total. The others would be 

dealers where there would be no lease involved between the lease and 
the dealer. , 

Mr. Roosevert. I don’t quite follow you on that. 

Mr. Guzzo. The turnover—if a man owns his own property and he 
is selling gasoline, he is a merchant, and I don’t see where the supply- 
ing company could affect the turnover because there is no lease ar- 
rangement with that number of service stations. Do you get my 

oint ? 

I gathered the impression of the statement I read from you, Mr. 
Roosevelt, that there were 200,000 service stations leased from oil 
companies; is that correct? 

Mr. Roosevert. Yes.” That is the figure we have been given. Of 
your 25,000-——— 

Mr. Guzzo (interposing). In our case, of 36,000 service stations 
there are only about 17.9 percent where we either have under lease 
or own, that we lease direct to the dealer. The others either own 
themselves or in other words they lease from somebody else. We don’t 
have the tenant-dealer relationship with over 17.9 percent of them. 

Mr. Roosrvett. I think the committee will have to look into that. 

Mr. Guzzo. Do I make myself clear on that? 

Mr. Roosrverr. I am not sure but Mr. Snow didn’t mean that the 
leases meant lease for the product, itself, as well as the real-estate 
lease. 

Mr. Guzzo. Well then, how could a supplier control the mortality 
rate when the customer—those people are customers and they have 
a right to change from one supplier to another, and certainly com- 
petition in the oil business is readily keen that they can find a supplier. 

Mr. SueeHan. We are questioning the figure of 200,000 stations 
that was given to us with one-third of them going out of business 
each year. Quite a few of the people who have testified before us 
have used the figure of 66,000 or 67,000 now, have they not? 

Mr. Arnoxp. I think the statement was that there was about 200,000 
stations, and one-third of them went out of business or had a turn- 
over. But they didn’t limit it to business failures. A person might 


ph just moved to another city, and that would be included in that 
igure. 








Mr. SHEEHAN. I thought they were trying to prove that one-third of 
them were business failures? 


Mr. Arnorp. I think that inference probably slipped in. 

Mr. Sueewan. That is why I am trying to clean up the record. If 
one-third of the people turn over because they merely sell out to 
somebody, that is no business of ours. They may be making a profit. 
But I am interested in finding out how many of these are strictly 
business failures, if it is as high as 66,000. I don’t know. I am ques- 
tioning that. That is why I was interested in your statement. You 
said before that you had a criteria that you use, if too many stations 


go out of business in an area, you determine to find out the reason 
why ; isn’t that what you said ? 


Mr. Guzzo. Yes. 


Mr. Sueenan. What is the criteria you use; 20 percent or 50 
percent ? 


Mr. Guzzo. Any percentage, sir, is large over 6, 7, or 8 percent. 
65262—55—pt. 1-41 
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Mr. Sueenan. That is what I am trying to get at. 

Mr. Guzzo. It is to our best interest to keep those fellows in busi- 
ness. We try to find out why. 

Mr. Sueenan. In other words, you don’t think it is a large percent 
until it hits 5 or 6 percent. 

Mr. Guzzo. No, no, any percentage is a large one. 

Mr. SuHeeHan. Let’s be specific, now, because I am trying to tie that 
up with 3314 percent. Now, if you say that you don’t begin to get 
concerned with it unless it is over 5 percent—and that doesn’t happen 
often—then obviously this 3314 percent is away off, or you are away 
off, or we are away off ? 

Do I make myself clear? 

Mr. Guzzo. Yes, you make yourself clear. But when I read the 
statement, and Mr. Roosevelt’s remarks that I read, they sort of puzzled 
me, because I just can’t understand it, because from our company 
standpoint we are not having that kind of difficulty. 

Mr. SueeHan. Yes; but Mr. Roosevelt and myself are merely taking 
the evidence that has been presented to us. 

Mr. Datmas. You say you have 36,000 dealers? 

Mr. Guzzo. That is right. 

Mr. Damas. Yes. And in this breakdown which you give on page 
10, you list 12,600 at 5 years, and so on down to 2 for 45 years. ell, 
that difference would leave 10,500 dealers who had been with you 
only 5 years or less than 5 years? 

Mr. Guzzo. Less than 5 years; that is right. 

Mr. Daumas. Now that would indicate a turnover in dealership of 
considerably more than 5 to 10 percent a year, wouldn’t it? 

Mr. Guzzo. Well, let me clear that up just a minute here. When 
ou talk about mortality and talk about losing dealers, we naturally 
ose a few dealers to competition and we gain some from competition. 

I don’t consider that anything—every day we gain some and we lose 
some. 

What I am trying to convey to you, that I do not believe that there 
is this terrific mortality rate on people going out of business due to 
bankruptcy or things of that sort. 

Mr. Surenan. That is what we are trying to find out. 

Mr. Guzzo. We gained maybe 75 one month, and lost 75, because 
this is a very highly competitive business. 

Mr. Roosrve.t. Mr. Guzzo, I am particularly interested, also, at 
least it corrects an impression that I had and I admit that I had, that 
the vast majority of the dealers that you had under contract were your 
lease dealers—that they leased from the major oil company. 

Mr. Guzzo. Well, that is wrong. 

Mr. Roosrverr. And that is the basis upon which we were worried 
about a 1-year lease. 

Mr. Guzzo. That is the impression I want to correct, sir. 

_ Mr. Roosrverr. And your estimate would be that perhaps the out- 
side figure, while yours is less than 10 percent, that 10 percent would 
be a generous figure ? 

Mr. Guzzo. Ours is about 5 percent, isn’t it? 

Mr. Roosrvert. Yours is about 5. 

Mr. Guzzo. The reason I raised my estimate as compared to other 
companies, is because there are companies older than our company. 
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The older you get, the more leases you have. I would say that 15 
percent would be an outside figure. _ ot. 

Mr. Arnoip. Now on this same line of questioning, you state that 
your figures of 36,000 are based on operations including one-pump 
grocery stores. Mr. Elliott also testified as to the grocery-store opera- 
tion. We have heard them called pineboard operations. Could you 
get any figures to show what percent of this 36,000 independent 
dealers would be represented by the one-pump or pineboard or grocery- 
store type of operation ? ; 

Mr. Guzzo. Definitely that far. You must remember that in the 
farming area—agricultural area, you might have 1 or 2 fairly good- 
sized stations in a town and the rest of them are crossroads stations, 
a couple of pumps in front of a feedstore or hardware store, and 
they are customers but they are listed as dealers, and that is part of 
that 200,000 figure. I don’t know that the 200,000 is accurate. It 
may be 250,000. But not in excess of 250,000. 

Mr. Arnotp. Would you feel it is not representative of the figure 
we are talking about? 

Mr. Guzzo. Not at all. 

Mr. Arnoxp. We have had testimony that selling gasoline is just 
like selling bread. 

Mr. Guzzo. Not at all. The problem that you are facing, Mr. 
Arnold, I might say, is in the minority. They are about 15 percent 
of the total. That is my own personal judgment, but don’t hold me 
to it, but I think that it is a good figure. In our case they amount 
to 5 percent. 

Mr. Roosrvert. Mr. Guzzo, would you say that it would be possible 
we could get over some of the complaints if there was a different 
policy of probationary period before getting these young people to 
invest—even $3,000 to $5,000 may seem like a small amount, but I 
think you can recognize that for some people it might be a very large 
amount? Possibly would you consider that it would be worth ex- 
amining to see whether we could establish a probationary period in 
here before the company allowed the dealer to make that amount 
of an investment ? 


Mr. Guzzo. I believe you are asking for my opinion now? 

Mr. Roosrvett. Yes. 

Mr. Guzzo. I believe I will leave that to each individual company, 
because I have never known a case where good, young, promising 
pepe or a young fellow wanted to go into business but what 
he could find ways and means of going in without too much diffi- 
culty. Companies themselves in a good many cases will help out on 
that, and they can get local contacts, and I have not had any cases 
that have come to my attention where they have had any problems. 

We have had, Mr. Chairman, employees that wanted to go in 
business, numbers of them: They would go out and raise a little 
money and get started, and now they are good, substantial business 
people. They bought property as a result of operating a service sta- 
tion. I could name any number of them that I know several years 
ago were working in a service station as a service-station attendant, 
and this free-enterprise system of ours gave them an opportunity to 

ecome businessmen. I believe I would leave that up to the indi- 
vidual companies, because, I repeat again, as long as the oil business 
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continues to stay as competitive as it is, it is to the best interest 
of the companies to see that the dealers are in a good, healthy 
condition so that they can stay in business. The figures in my state- 
ment reflect that. 

_ Seventy percent of the automotive gasoline sold by the Gulf Corp. 
in 1954 was sold to these dealers; and you know we are going to 
protect that 70 percent. ; 

Mr. Darmas. I don’t have any further questions, except his last 
remarks makes me think for a moment about sales policy and a ques- 
tion about what the salesman and district manager and others, what 
pressures they bring on the dealers to keep their quotas up and to 
fulfill their sales requirements and one thing and another. 

Mr. Guzzo. If I may take the time, we in the oil business, in addi- 
tion to selling dealers, the vast majority of the other 30 percent of the 
gasoline is sold to transportation people, manufacturing people, and 
the like, and we have two types of salesmen—one that call on the direct 
account that runs a fleet of trucks, bus operators, taxicab companies, 
road contractors, manufacturing plants, and the other type is what 
we call a retail salesman, and his job is to sell the dealers and those 
that operate the type of business where they can do a merchandising 
job, is to counsel with him as to the quality and talking points of the 
products so that he can sell more of them, and his success depends 
entirely on the success of the dealers. 

Mr. Datmas. Well, each salesman would have quotas, each district 
would have a quota? On not only gasoline but TBA items and other 
items. 

Mr. Guzzo. We use quotas sometimes—not too often, particularly 
with retail salesmen we judge him according to the number of new 
retail accounts he can take on, and according to the success and the 
health of the dealers that are in his area. 

In other words, if he has a fourth of Washington, and in that area 
has 25 or 30 Gulf service stations, his job is to continually sell those 
dealers on the merits of Gulf products, and how to move them from 
his shelf and to keep him inspired so he will sell more and more Gulf 
products. 

Whereas, the other fellow, the direct man, he does have another 
quota because his is in another direction. 

Mr. Roosrvert. Mr. Guzzo, one last question; and you have been 
very generous and patient: Would there be any economic reason for 
the oil companies to continue to have the right to be in the real-estate 
business in order to service that 5, 8, 10, or 15 percent of the dealers 
that they have on a lease basis? 

Mr. Guzzo. Well, it is a good way in which to get representation 
of your products in the location where you feel you should have them. 
I know that I wish we didn’t have to invest in real estate, or lease real 
estate; but it is just like competition forces you to do those things, 
and in order to stay in the race and get your percentage of the business 
when a new marketing area develops, you naturally develop or want 
a piece of property there either by lease or purchase so that you can 
put up a station so you can have it to lease to somebody to dispense 
‘your products. : 

Does that answer that question ? 

Mr. Roosevetr. Yes. 
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Mr. Guzzo. It is one of those things brought on by keen, active 
competition. 

Mr. Roosevetr. Part of the competition is due to the fact the other 
fellow does the same thing. If he couldn’t be in the real-estate busi- 
ness, then it would be a question of acquiring an outlet where some- 
body else owned the real estate and not yourself, so you would be on 
the same competitive basis. Right? 

Mr. Guzzo. Right. But of course that wouldn’t be free enterprise. 

Mr. Roosevetr. Well, your freedom would be somewhat restricted. 

Well, thank you very much, Mr. Guzzo. 

Incidentally, I think the counsel might have one or two other ques- 
tions which he would like to put to you in writing. 

Mr. Guzzo. I will be very happy to cooperate with you in any way 
T can. 


Now these are the exhibits that go with my statement, Mr. Chair- 
man. 

Mr. Roosevetr. Yes. That will be marked. 

(Documents A, B, C, D, E were marked and follow the testimony of 
Mr. Guzzo.) 

A Voice. There have been some specific allegations made about Gulf 
heretofore, and we want to offer four affidavits concerning those spe- 
cific charges against Gulf. 

Could Mr. Guzzo offer those? 

Mr. Roosrevett. We would appreciate it if he would, and they will be 
made available to members of the press, and if the press wishes to ex- 


amine them they will be available. They will be received as exhibits 
F through I. 


Mr. Guzzo. Thank you. 
An affidavit by Charles Edward Lane; an affidavit by Douglas 
ampbell—do you want the address and State and all? 
Mr. Roosevetr. No; just by name. 
Mr. Guzzo. An affidavit by Sam W. Jinks, J-i-n-k-s; and an affi- 
davit by H. W. English, Jr. 

(Documents F, G, H, and I, were marked and will be found in the 
files of the committee. ) 

Mr. Roosevett. That will be all, unless someone wishes to ask some- 
thing further. 

Mr. Surenan. I have nothing further. 

Mr. Arnotp. Nothing. 

Mr. Roosevetr. All right. Thank you very much. 

You are excused, and we will call our next witness. 
(The matter referred to is as follows :) 
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Exursit A 
Gutr Or CoRPORATION 


CONTRACT FOR SALE OF GULF PETROLEUM PRODUCTS 
This contract, made and entered into this _______ eis 


y of 
by and between Gulf Oil Corporation, party of the first part and 
hel tinct tetiniicieerdieReuemseres , party of the second part situated 

















The party of the first part sells and agrees to deliver to the party of the 
Second part and the party of the second part purchases and agrees to receive 
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from the party of the first part, during the term of this contract, second party’s 
requirements of Gulf petroleum products, consisting of That Good Gulf Gasoline, 
Gulf No-Nox Gasoline, also Traffic Gasoline if, and during the periods of time, 
first party sells Traffic Gasoline in the circuit point in which second party’s 
place of business is located. 

Delivery in approximately equal monthly quantities to be made at the premises 
occupied by the second party, as above stated, by tank wagon or truck, during 
business hours, and upon reasonable notice of requirements by second party to 
first party. 

Second party shall pay to first party its current scheduled dealer’s price for 
the place of delivery in cash at time of delivery unless first party shall extend 
eredit which at first party’s option may be revoked. The financial responsibility 
of second party must at all times be satisfactory to the first party, or deliveries 
may be suspended under this contract, and in case second party shall not pay 
any draft drawn by first party for bills due, first party, if it so elects, may 
cancel and terminate this contract. 

There shall be added to the contract price specified and second party shall 
assume and pay any internal revenue, war revenue, excise, sales, or other tax 
that may now or hereafter be imposed by the Federal Government, or by any 
State, County, or Municipality upon the products covered by this agreement, or 
in respect to the production, manufacture, sale, or transportation thereof, pro- 
vided that payment of such tax by second party is lawfully permissible. 

This contract is to continue for years, beginning on the 

19____, and terminating on the ; 
and from year to year thereafter; provided, however, that party of the second 
part may terminate this contract on the last date mentioned or any succeeding 
anniversary date thereof, by giving party of the first part sixty (60) days’ prior 
written notice of the intention to do so, and party of the first part may terminate 
this contract at any time by giving party of the second part ten (10) days’ prior 
written notice of the intention to do so. The notice to party of the first part 
shall be given either by delivery of the written notice to first party’s Division 
Office or by depositing the written notice in the United States Mails addressed to 
first party at , with postage paid. The 
notice to party of the second part shall be given either by delivery of the written 
notice to party of the second part at the premises occupied by the party of the 
second part or by depositing the written notice in the United States Mails 
addressed to second party at , with postage paid. 

In the event the performance of this contract by either party is affected by 
strike, fire, riot, war, act of God, governmental regulations, or governmental 
requests or requisitions for national defense or other purposes, or failure or 
shortage of railway, pipeline, or vessel service normally available to either party 
hereto, or breakdown of, or injury to, or shortage in, facilities used for the pro- 
duction, refining, or transportation of the products described herein, or of the 
crude oil or other raw material from which they are made, or any other cause 
beyond the reasonable control of the parties hereto, or either of them, whether 
similar to or dissimilar from the enumerated causes, the suffering party may, 
at its, his, or their option, suspend or terminate the performance of this con- 
tract, in whole or in part, and no liability for damages shall attach against 
either party on account thereof. Seller shall not be required to make up any 
deliveries omitted on account of any such causes. 

First party shall have the right from time to time during the life of this 
agreement to change, alter, amend, or eliminate any of the trade names or brands 
of products covered by this contract, in which event this contract shall cover 
products of the new name and designation to the same extent as if said name 
or designation were specifically set forth herein. 

This contract is not assignable, except with the written consent of first party. 
Upon second party’s default or failure to perform any of the conditions of this 
agreement, first party may forthwith declare this agreement at an end. 

This instrument contains each and every agreement and understanding exist- 
ing between the parties relating to the subject matter of this contract, and no 
agent of the first party has authority to change, modify, or add to this contract, 
or to make any other or further agreements in connection therewith. 

It is further understood and agreed that this contract shall not become binding 
upon the Gulf Oil Corporation until approved and signed by its authorized 
manager. 
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Executed in duplicate the day and year first above written. 
Gutr Or CORPORATION 
I iaicebice Ach EN dtlicdclhiohiptncrtidhdalenlerenee 
District Manager. 
Witness: Second Party 
en a EEE od Nid deepen toccsnsnecentipisicaaaiaaiel say iis ictanithcektnpibebiicanmibictadiiectionl 





EXxHIsit B 


AUTOMOTIVE LUBRICATING OIL AND GREASE CONTRACT—DEALER 


This Contract of Sale made and entered into between Gulf Oil Corporation, 
hereinafter called “Seller” and 
situstedl @€siu bie att staes enisen =o hereinafter called ‘‘Purchaser.” 

Witnesseth—That for the consideration herein set forth and upon the terms 
and conditions herein specified Seller agrees to sell and deliver to Purchaser, 
and Purchaser agrees to purchase and receive from Seller and pay for in ac- 
cordance with the terms and conditions of this contract the Purchaser’s require- 
ments of the products listed herein for the period of time mentioned below. 

Products—Automotive Lubricating Oils and Greases, as listed in Seller’s 
established current printed “Contract Price Schedule—Dealer.” 

Quantity—Requirements; not to exceed___.___--.----~--~~- gallons maximum 
per annum. It is understood and agreed that Seller shall not be required to 
deliver in any one month more than 1/12 of the maximum quantity per annum 
shown herein, or to make any deliveries subsequent to the termination of this 
contract, without its consent. 

Price—Purchaser agrees to. pay Seller for Automotive Lubricating Oils and 
Greases purchased, Seller’s established current prices, at Seller’s warehouses, 
as may be in effect at time and place of delivery, for the respective brands, 
grades, packages and quantities. Seller’s established current prices, referred 
to above are understood to be those shown in the Gulf’s printed “Contract Price 
Schedule—Dealer” in effect on date of delivery for point of delivery, and only 
such discounts as are shown in said “Contract Price Schedule—Dealer” will be 
allowed. 

Tine GOTO. POIGROI EROS, 0s Wace ee Regisiter 

Time—The contract shall be effective for a period of one year beginning the 
first GAGi-Wiosskebiidiisd cba ek , 19__.. and from year to year thereafter; 
provided, however, that Purchaser may terminate this contract at the end of 
the first year or on any succeeding anniversary date thereof by giving Seller 
60 days prior written notice of the intention to do so, and Seller may terminate 
this contract at any time by giving Purchaser 10 days prior written notice of 
the intention to do so. 

Payment—Terms of Payment—C. O. D. less 1 percent. 1 percent 10 days, 
net 30 days from date of shipment. 

Purchaser shall pay for goods without discount or deduction except as stated 
above; and if at any time the financial responsibility of Purchaser shall become 
impaired or unsatisfactory to Seller or in Seller’s opinion inadequate to meet 
the obligations hereunder, cash payments or satisfactory security may be re- 
quired. A failure to pay any amount when due may at the option of Seller 
terminate the contract as te further deliveries, and no forbearance, course of 
dealing, or prior payment, shall affect this right of Seller. 

Taxes—See paragraph 1 under “Provisions” on reverse side hereof. 

Conditions—This contract is subject to the “Provisions” printed on reverse 

side hereof and on reverse side of “Contract Price Schedule—Dealer.” 
; This instrument contains each and every agreement and understanding exist- 
ing between the parties relating to the subject matter of this contract, and no 
agent of Seller has authority to change, modify or add to this contract, or to 
make any other or further agreements in connection therewith. 

Approval—This contract or any modification thereof shall not be binding 
upon Seller until approved and signed on its behalf by its authorized Manager. 
Commencement of performance hereunder prior to approval and signing as 
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above stipulated in no case shall be construed as a waiver by Seller of this 
requirement. 


This contract executed this.............. ~~. day of 
JULF Ort CORPORATION 


Purchaser 
Witness: Sign Here 


PROVISIONS 


1. Taxes, etc.—It is agreed that there shall be added to the contract price 
specified, and Purchaser will assume and pay any and all internal revenue, 
war revenue, charges, inspection fees and/or any other tax that now or here- 
after be imposed by the Federal Government, or by any State, County or Munici- 
pality, or by any governmental authority, upon the products covered by this 
agreement—or in respect to the importation, exportation, production, manu- 
facture, sale, use, distribution or transportation thereof or on any feature 
thereof or of this contract; or any increase made necessary by the fixing by 
competent authority of minimum prices at which any or all of the products 
covered by this agreement must be sold, which minimum prices are greater 
than the price or prices provided herein; also an amount proportionate to any 
increase in Seller’s costs resulting from any form of inflation or the fixing by 
competent authority of minimum wages or maximum hours of labor or increased 
costs of materials or transportation; provided that payment of such tax or in- 
creased price by Purchaser is legally permissible. 

Provided that if Purchaser claims exemption from any such tax, inspection 
fees or charges levied by any governmental authority with respect to the im- 
portation, exportation, production, manufacture, sale, use, distribution or trans- 
portation of the articles herein specified, said Purchaser shall furnish appro- 
priate, completely executed exemption certificates, in accordance with the laws 
and regulations imposed by any such governmental authority in effect at the 
time of sale; but should said exemption be denied, all such taxes shall then be 
paid by Purchaser. 

2. Warranty—Seller warrants that said Petroleum Products will be uniform in 
quality and at all times up to its standards. 

3. Trade Names—Purchaser, in order to designate the source and origin of the 
products, may use in selling them, but only during the life of this contract, trade 
names of Seller on all products purchased hereunder, but only on producis 
purchased hereunder. All package goods of Seller sold to Purchaser and resold 
by him, shall be resold in the original packages. Purchaser will never directly 
or indirectly deny, assail or assist in denying or assailing the sole ownership of 
Seller in and to its trade names, advertising matter, or emblems or signs and the 
like and will not claim any right, title or interest in and to the same, and shall 
upon termination of this contract or renewal thereof discontinue the use of the 
same. Any trade names, signs, emblems, advertising matter and the like, 
furnished Purchaser by Seller hereunder, shall be returned to Seller upon the 
termination of this contract or renewal thereof and upon request, with the ex- 
ception of distributive advertising matter disposed of by Purchaser. Purchaser 
agrees not to permit anyone else to exercise or use any of the rights, privileges or 
things granted or loaned to Purchaser hereunder. Failure or refusal by Pur- 
chaser to comply with any of the conditions of this paragraph, shall entitle 
Seller at its option to terminate this agreement, but such termination shall not 
in any way prejudice Seller’s claims for damages. 

4. Change of Brand Name—Seller, in its + ncontrolled discretion, may at any 
time change the brand name or any distinctive designation of any of its products. 
Should it do so, this contract shall be deemed to cover product(s) of the new 
name(s) and/or designation(s) to the same extent as if said name(s) or designa- 
tion(s) were specifically set forth herein. 

5, Discontinuance of Products—Seller reserves the right to discontinue the 
sale in Purchaser's territory of any product named herein. Should Seller do so, 
Seller shall not thereafter be obligated to make deliveries hereunder of such 
product. If, however, Seller shall sell in the territory in which deliveries are 
made to Purchaser another product in place of a discontinued one, such product 
shall be substituted for the one discontinued. Seller shall thereafter be obligated 
to sell and Purchaser shall be obligated to buy, receive and pay for whatever 
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quantity of other and/or substituted products as shall be requisite in order that 
the aggregate quantity obligation set forth in this contract shall be performed. 

6. Definition of “gallon’—The term “gallon” wherever used herein, shall be 

construed to mean the U. S. gallon of 231 cubic inches. 
7. Shipments Prior to Approval—The fact that any shipment of any of the 
products specified herein is made by Seller to Purchaser prior to execution and 
approval of this contract and delivery of executed copy to Purchaser shall not 
be construed as an acceptance of this contract by Seller, and Purchaser shall 
pay for products so shipped at the prices herein provided for such products. 

8. Deliveries Delayed or Prevented—In the event the performance of this 
contract by either party is affected by strike, fire, riot, war, Act of God, govern- 
mental regulations, or governmental requests or requisitions for national defense 
or other purposes, or failure or shortage of railway, pipe line, or vessel service 
normally available to either party hereto, or breakdown of, or injury to, or 
shortage in, facilities used for the production, refining, or transportation of the 
products described herein, or of the crude oil or other raw material from which 
they are made, or any other cause beyond the reasonable control of the parties 
hereto, or either of them, whether similar to or dissimilar from the enumerated 
causes, the suffering party may, at its, his, or their option, suspend or terminate 
the performance of this contract, in whole or in part, and no liability for damages 
shall attach against either party on account thereof. Seller shall not be required 
to make up any deliveries omitted on account of any such causes. 

9. Unloading-Demurrage—It is agreed that no shipments will be made in tank 
cars or vessels unless Purchaser has provided sufficient available bulk storage to 
unload from tank car or vessel direct into such storage. Purchaser shall provide 
adequate facilities for the prompt unloading of all tank cars, freight cars and 
vessels, and shall promptly receive and unload shipments, returning empty cars 
as instructed by Seller. Purchaser shall pay demurrage, car rental, charter 
hire, and other damages for the time any cars or vessels are held beyond forty- 
eight (48) hours after arrival at destination, Sundays and Holidays excepted. 

10. Claims—Any claims for defect or variance in quality or shortage in 
quantity shall be made, and Seller shall be notified and given an opportunity 
to inspect, within two days after the products or goods are delivered, except that 
if delivery is made in equipment furnished by Seller such notice and opportunity 
shall be given before the products or goods are unloaded; and if delivery is made 
in equipment furnished by Purchaser, such notice and opportunity shall be given 
before the products or goods move from point of shipment. If equipment fur- 
nished by Seller is in bad order or leaking, Purchaser shall notify the carrier 
and secure examination by an authorized agent of the carrier as to the condition 
of the shipment before the same is unloaded. Failure of Purchaser to comply 
with these requirements shall operate as a waiver of any and all claims by 
Purchaser. 

11. Liability—Liability of Seller ceases and title passes to Purchaser when 
shipment is delivered to Railroad Company, Steamship Company, or other 
publie carrier. 

12. Waivers—The failure of Seller to insist, in any one instance or more, upon 
the performance of any of the terms or conditions of this contract, or to exercise 
any right or privilege herein conferred, shall not be construed as thereafter 
waiving any such terms, conditions, rights, privileges, etc., but the same shall 
continue and remain in full force and effect. 

13. Cancellation—Should Purchaser violate any provision of this contract, 
Seller shall have the right to cancel this contract forthwith and cease deliveries 
hereunder, and Purchaser shall be liable to Seller for any damages that Seller 
may sustain by reason of such violation. 

14. Notices—Any notice to be given hereunder shall be in writing and shall 
be deemed to have been duly given if and when deposited in the United States 
mail, properly stamped and addressed to the party for whom intended at the 
address of such party herein specified, or when delivered personally to such 
party at such address. 

15. Entirety of Contract—No change, alteration or erasure in the printed 
portions of this contract, and no additions to or interlineations therein, shall be 
binding upon Seller unless approved in writing by an official of Seller. The 
counterpart of this contract held by Seller shall be considered the original and 
Shall be the binding contract in case of a variance in any particular between it 
and any other signed copy. 


16. Assignability—This contract is not assignable except with the written 
consent of Seller. 
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Exursit C 
GuLF Or CORPORATION 


L-3 LEASE AGREEMENT 


This lease made this 
between the Gulf Oil Corporation, with its principal business office at Pittsburgh, 
Pennsylvania, hereinafter called “Lessor, ” and 
hereinafter called “Lessee,” Witnesseth : 
The Lessor does hereby demise and lease to the Lessee the premises located in 
the City of County of , and State 
f , more particularly described as follows: 


together with all improvements, equipment and fixtures located thereon. 
To have and to hold the said property for the term beginning on the 
19____, and terminating on the 


It is understood and agreed that any holding over by Lessee at the end of this 
lease or at the end of any renewal or extension period without having first 
renewed or extended this lease in writing, shall not be considered as a renewal or 
extension of this lease for any period longer than one month. Notice to the 
Lessor shall be addressed to and notice to the Lessee shall 
be addressed to 

The Lessee covenants and agrees to pay monthly the sum of $ 
advance, to the Lessor as rental for said premises during the term of this lease, 
the first installment of $ to be due and payable on the 

, 19____, and the sum of $ thereafter on 
day of each succeeding month throughout the term of 
this lease. 

The Lessee covenants and agrees as follows: 

Lessee has examined and is familiar with the condition of the premises, build- 
ings, equipment and fixtures located thereon, and that same are received by 
Lessee in good order and condition without warranty by Lessor as to the condi- 
tion or repair thereof. 

Lessee will not permit said premises to be used for any illegal or immoral pur- 
pose, or permit waste or nuisance thereon. 

That said premises shall be used for the storage and sale of petroleum products 
and such other articles as are customarily sold at gasoline service stations. 

The Lessee will not paint or repaint the buildings or any of the structures, 
equipment or fixtures located thereon, make no alterations, additions, or changes 
thereon or thereto, without first obtaining written consent of the Lessor. 

The Lessee will not assign, mortgage or encumber this lease or the interest 
herein granted, or permit same to be encumbered; nor sublet the premises or 
buildings. 

The Lessee shall pay all gas and electric charges, water rents, all license fees, 
taxes and other charges accruing in connection with the use of said premises. 

The Lessee shall keep said premises, buildings, equipment, fixtures, sidewalks, 
approaces and driveways in good condition and repair; keep said premises, build- 
ings, restrooms, sidewalks, approaches and driveways clean, safe, and in a 
sanitary condition, and comply with all laws, ordinances, rules or regulations of 
constituted public authority applicable thereto. 

Upon Lessee’s default or failure to perform any of the covenants of this lease, 
Lessor may forthwith declare this lease at an end, and immediately re-enter and 
repossess said premises, equipment and fixtures. 

Upon termination of this lease, Lessee shall deliver immediate possession of said 
premises, equipment and fixtures in the same good condition as when received, 
ordinary wear and tear and unavoidable damage by fire or elements excepted. 

In addition to the right to immediately re-enter and repossess the said premises, 
the Lessor shall be entitled to all the remedies incident to the relation of land- 
lord and tenant, and the Lessee hereby empowers any attorney of any court of 
record to appear for him and confess judgment in ejectment with right of imme- 
diate writ of possession. The right of the Lessor to insist upon strict perform- 
ance of the terms of this contract shall not be affected by any waiver, forbearance, 
or previous course of dealing. 
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Lessee agrees to exonerate, save harmless, protect and indemnify the Lessor 
from and against any and all losses, damages, claims, suits or actions, judgments 
and costs which may arise ar grow out of any injury to or death of persons or 
damage to property in any manner connected with the use and possession of said 
premises, equipment and fixtures by the Lessee, or the use, maintenance and 
operation of any business conducted by the Lessee on said premises. 

None of the provisions of this lease shall be construed as reserving to the 
Lessor any right to exercise control over the service station business and opera- 
tions of the Lessee conducted upon the leased premises, or to direct in any manner 
how the Lessee shall conduct his business. It is understood and agreed that the 
entire control and direction of said activities shall be and remain in the Lessee, 
and neither the Lessee nor any other persons employed by him shall be deemed or 
considered employees or agents of the Lessor. 

If the Lessor is not the owner of the premises herein demised, then the within 
lease and the estate created hereby are subject to all the terms, provisions and 
conditions of the lease or other arrangement under which the Lessor occupies 
said premises, and if for any reason whatever, either with or without its consent, 
Lessor’s tenancy is terminated, then the within lease shall be terminated as of 
such date, without any liability on the part of Lessor to Lessee. This lease may 
be terminated by either party upon the taking by public authority of all or a 
substantial part of said premises. 

This Lease Agreement contains the entire contract and agreement between the 
parties. 

It is agreed that this lease shall not become binding upon the Gulf Oil Corpora- 


tion until signed by a District Manager thereof. 
Witness : 



































ExuHisit D 
To Gulf Dealers: 

It has come to our attention that there may have been a misunderstanding on 
the part of some dealers as to the nature of the temporary competitive allow- 
ance on gasoline prices which has been put into effect in certain marketing areas 
of this State. 

Let me make it perfectly clear that there are no strings or conditions attached 
to this allowance, requiring you to lower your price. The simple fact is that in 
certain marketing areas Gulf has found it necessary to lower its gasoline prices 
in order to meet its competition and to enable its dealers to meet their competi- 
tion if and as they see fit. Whether Gulf chooses to call it a reduction in tank 
reese price or a discount off tank wagon price is no legitimate concern to any- 
one else, 

The establishmentof such an allowance in any given marketing area is not 
dependent upon the agreement of any dealer to lower, to raise or to do anything 
else about his price. Your retail price is your own business. Our wholesale 


price is ours. Be assured we are not entering into any agreements with you or 
anybody else concerning either one. 


Very truly yours, 











District Manager. 
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ExHIsBIt E 


STATE OF TEXAS 


“INDEPENDENTS” 


Spade | 
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ExHisit F 


AFFIDAVIT 
The STATE or TEXAS, 
County of Jefferson: 


Charles Edward Lane, being first duly sworn, deposes and says: 

My name is Charles Edward Lane. I live at Beaumont, Tex., where I am 
employed by Gulf Oil Corp. I have been with Gulf over 20 years and have been 
a representative of the Houston sales division at Beaumont since February 
1938. 

I have read the statement made to this committee on April 21, 1955, by Hugh 
Howard, a former Gulf dealer at Beaumont, Tex. I am the Ed Lane mentioned 
in his statement as Gulf’s Beaumont resident manager. 

Mr. Howard took over as lessee of Gulf a service station located at College and 
Victoria Streets in Beaumont, under a lease agreement dated July 14, 1952, to be 
effective August 1, 1952. This lease was for a firm period of 1 year at a rental 
of 1% cents per gallon, with a minimum monthly rental of $200, not $175 as 
stated by Mr. Howard. There was nothing in Mr. Howard’s agreements with 
Gulf requiring him to handle Gulf products exclusively, and in fact he was not 
pressured or coerced to do so in any way by me. 

Prior to Mr. Howard, this station had been under lease to A. F. Young since 
its construction in 19389. Mr. Young was a very successful dealer and was able 
to retire in the summer of 1952 on income from his investments made during his 
twenty-odd years as a service station operator. 

Howard made his own deal with Young for the purchase of Young’s stock 
and equipment. We had nothing to do with this transaction. 

I do not know anything about Prestone or any other specific items in the 
inventory Howard purchased from Young. However, it is logical that he 
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bought some anti-freeze from some other source, as our records indicate he 
never bought any from Gulf during the year he was a Gulf dealer. 

At no time did I ever tell Howard he had to get rid of any anti-freeze or 
other competitive products in his station. Of course, we tried to sell our 
own line of merchandise but I never threatened to cancel his lease and he 
never said anything to me about consulting his attorney. 

Howard was one of the most disagreeable and unreasonable dealers I have 
ever had to do business with. He was constantly complaining about delays: 
in deliveries of gasoline to his station. He would start complaining if the 
tank wagon was not at his station within half an hour after he called in an order, 
which he usually delayed doing until he was out of gas. To cure this situation 
and permit larger deliveries we went to the expense of installing larger under- 
ground storage at his station. This was discussed with him at least a month 
in advance. However, when the installation was completed, he complained 
bitterly about the additional cost of inventory, even though he was given several 
days delay in billing on what are supposed to be cash transactions. 

Howard frequently called me at odd hours, as late as 11 or 12 o’clock at night 
to complain about things such as disagreements with his customers and other 
matters outside my jurisdiction. 

Finally on June 4, 1953, he wrote a letter requesting cancellation of his lease 
of the station, but said nothing therein about expecting Gulf to buy his inven- 
tory, as stated in his testimony to the committee. So far as I know or can 
ascertain, he never requested that we take any merchandise off his hands. In 
fact, he kept the Gulf station open for 2 or 3 weeks after taking over a Humble 
station, during which time he sold out most of his stock and solicited his Gulf 
customers to trade at his Humble station. After selling out his stock practically 
to the bare shelves, he closed up our station and left it closed until his lease 
expired July 31, 1953. He never did give us back the keys to the station and 
we had to change the locks when a new dealer took over the station. 


CHARLES Epwarp LANE. 
Sworn to and subscribed before me this 29th day of April 1955. 


[SEAL] Marietta C. TEARE, 
Notary Public in and for Jefferson County, Texas. 





ExuHIBIt G 


AFFIDAVIT 
The STatTe oF TEXAS, 


County of Jefferson: 


Douglas Campbell, being first duly sworn, deposes and says: 

My name is Douglas Campbell. I am now and have been for 7 years a sales 
representative of Gulf Oil Corp. I live at Center, Tex., and work out of Gulf’s 
district sales office at Beaumont, Tex. 

I have read the testimony of Hugh Howard, a former Gulf dealer, given before 
this committee on April 21, 1955, and I am one of the salesmen mentioned by him 
in that Statement. 

The Gulf station which Mr. Howard had in Beaumont was located at College 
and Victoria Streets. He took this station over under lease from Gulf on August 
1, 1952. Prior to that the station had been under lease to A. F. Young for 13 
years, and I had been calling on Mr. Young for about 3 years. 

In June or July 1952, Mr. Young decided to retire at the end of his lease period 
on July 31, 1952. Mr. Howard made application for the lease of this station 
and he signed a lease agreement with Gulf, effective August 1, 1952, for a 1-year 
period at a rental of 1% cents per gallon, with a minimum rental of $200 per 
month. This was Gulf’s standard L-3 lease agreement and related sales 
contracts. 

. Mr. Howard made a deal with Mr. Young for the purchase of merchandise and 
equipment in the station. I had nothing to do with their trade. I do not know 
anything about Prestone antifreeze being in Mr. Young’s inventory. It may well 
have been, but I simply paid no attention to it. A number of Gulf dealers handled 
Prestone and other such items. My job is to try to sell them our line of products 
but we cannot prevent them from handling whatever they please. 

I never at any time told Mr. Howard he could not handle Prestone or any other 
competitive merchandise, and have no recollection of any conversation with him 
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relating to antifreeze of any kind. It may be that I told him that competitive 
items could not be charged on Gulf credit cards just as I have told all other 
dealers. I never made threats of any kind relating to cancellation of Mr. How- 
ard’s lease for handling of competitive merchandise or for any other reason. 

By the time Howard had been in the station about 9 or 10 months he had been 
in arguments and disagreements with most of the Gulf people about a number 
of things. He constantly complained that he could not get prompt deliveries of 
gasoline and then got madder than ever when we put in additional storage tanks 
to try to alleviate that situation. 

In about June 1953 he took over a Humble station and continued to operate the 
Gulf station for a month or so, during which he sold out most of his inventory 
and trade to get the Gulf customers to switch over to his Humble station. 

I don’t know anything about any agreement to repurchase his remaining stock 
of merchandise. However, to my knowledge he had very little stock on hand by 


the time he left the Gulf station. 
Dovueitas CAMPBELL. 


Sworn to and subscribed before me this 29th day of April 1955. 
[SEAL] Marretra C. TEARE, 
Notary Public in and for Jefferson County, Tez. 


Exutsit H 


AFFIDAVIT 
The SratTe or TEXxAs, 
County of Tarrant: 

Sam W. Jinks, being first duly sworn, deposes and says: 

My name is Sam W. Jinks. I live in Dallas, Tex., where I am employed as a 
sales representative by Gulf Oil Corp. I have been in this job for 20 years. 

In my territory is Greenville, Tex., a town of about 17,000 people, located 52 
miles northeast of Dallas. I am the Gulf sales representative referred to as Sam 
Jenks in the testimony of Lee Gardner, given before this committee on April 21, 
1955. Mr. Gardner is a Gulf dealer in Greenville. 

During the past couple of years retail gasoline prices in north Texas have 
been beat down over most of that area, dle mainly to the low prices posted by 
these big successful unbranded independents like Hudson, Bell, Whitlock, etc. 
They have taken a tremendous volume of business away from the major-brand 
dealers and lower retail prices have spread out in all directions around them 
like ripples on a pool. 

By early last fall it became apparent that the retail prices in Greenville were 
higher than in all the surrounding area. They were posting 27 cents for regular 
when all around them the prices were about 23 to 25%. We have 5 regular serv- 
ice-station accounts in Greenville, 1 of which is Mr. Gardner’s station, which he 
has leased from Gulf for 10 or 11 years. All of these Gulf dealers were posting 
the same price of 27 cents for regular and 29 cents for premium gasoline. Their 
volume of business in 1954 was on a steady downgrade, whereas our dealers in 
comparable stations in the rest of the Dallas district showed a gain in gallonage. 
To be specific, Gardner showed a net gallonage loss of 2.8 percent for the year 
1954 as compared to 1953, and the Greenville dealers compositely showed a net 
loss in gallonage of 4.9 percent for the year. Consequently, I was constantly 
trying to convince these dealers of the folly of maintaining a price level which 
was out of line with the surrounding communities. Their customers were sim- 
ply driving to neighboring towns to buy their gasoline and the highway trade 
was passing them by. However, they all belonged to a local dealers’ association 
which had agreed to maintain a price high enough to give them a margin of 6.1 
cents per gallon. 

By October 1, 1954, a Sinclair station was selling house brand at 23 cents and 
other Sinclair stations then posted prices of 24 to 26 cents on house brand. The 
remaining Sinclair station kept his price at 27 cents on house brand. Two Texaco 
dealers posted 25 cents on house brand. A Magnolia dealer posted 24 cents on 
house brand. One small dealer handling Gulf products posted 24 cents on house 
brand on his pumps. Our five dealers elected not to meet this competition. I 
then discussed with Mr. Gardner the competitive situation in Greenville, and I 
feel sure that it was during this time that Mr. Gardner felt I was trying to pres- 
sure him to lower his price. On October 29 1 of our 5 dealers in Greenville went 
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broke and gave up his station. He had stuck to the local dealer price agreement 
and refused to lower his price to meet competition. He soon found his business 
could not be profitably operated. We then leased the station to another man and 
consigned gasoline to him for sale on a commission basis. Competitive prices 
were posted at that station, and the volume immediately picked up and that 
station showed the only net gain for the year among Gulf stations in Greenville. 

I never said anything to threaten or coerce Mr. Gardner, and he knew from his 
years of experience that he did not have to take the marketing advice I gave him 
from time to time. I simply tried to point out to him the necessity of meeting the 
competition that was crowding Greenville out of the market. I agree with Mr. 
Gardner that price wars are vicious things and to be avoided wherever possible. 
They are most hurtful to supplying companies, such as my own. However, it is 
even more foolish to sit by and let a competitor, by selling at a lower price, take 
all your business. In my 20 years’ experience I have never seen Gulf do anything 
to start a price war. We never instigate cutthroat competition, but we certainly 
believe in trying to avoid having our throats cut by it. 

Of course, I don’t know anything about the policies or intentions of other com- 
panies, except by way of gossip and hearsay. To my knowledge, there is not any 
agreement between Gulf and any other company concerning prices or service- 
station policies or any other phase of the oil business. 

I have been calling on Mr. Gardner for some time and have had many conversa- 
tions with him in which he has been told by me, and also by my superior in my 
presence, that Gulf has absolutely no control over the price he puts on his pumps, 
and are concerned only with the competitive position of our products in the mar- 
ket generally. We only give him advice and counsel from our experience which 
he may, or may not, follow, as he sees fit. He also has received letters from us to 
this effect. He fully understands this, and has even admitted it in my presence. 

For him to now take a different position and place an erroneous interpretation 
on some of my remarks so as to make them appear contrary to this policy which 
he well understands, is not only unfair to me personally but.to the true facts as 
they actually exist. 

Sam W. JINKS. 

Sworn to and subscribed before me this 9th day of May 1955. 
Foy B. Batt, 

Notary public in and for Tarrant County, Tez. 


BxnHrit I 


AFFIDAVIT 
The Strate or TExAs, 


County of Hunt: 


H. W. Inglish, Jr., being first duly sworn, deposes and says: 

My name is H. W. Inglish, Jr., and I am a resident of Greenville, Tex. I am in 
the wholesale gasoline and oil business, distributing Gulf products to dealers in 
the Greenville area. I also own a retail service station, which I lease out toa 
dealer. 

In 1946 I went into the retail service-station business with a partner. We 
took a lease from Gulf Oil Corp. on a station located at Washington and Wesley 
Streets in Greenville. We had this property on Gulf’s standard station lease 
deal which consisted of a year-to-year lease at a flat rental of $150 and later 
$125 per month. We also had contracts to buy gasoline and oil from Gulf, and 
an agreement permitting us to honor Gulf credit cards. We did a gasoline volume 
of around ten to twelve thousand gallons per month and a reasonable amount 
of oil, TBA, and wash and grease business. We stayed open about 13 hours 
a day, 7 days a week, and my partner and I took turns working evenings and 
closing up. We were able to net enough profit so we each took home about $50 
to $100 per week. I stayed there as a dealer about 6 years before going into 
the wholesale end of the business. Gulf sales representatives called on us once 
or twice a month when I was a dealer. They always tried to sell us Gulf TBA 
and specialty items and sometimes advised us about merchandising methods and 
tried to help us run a more profitable operation. They never did try to interfere 
with our right to establish our own prices on all our merchandise, although 
they might tell us our prices were out of line with our competitors, being either 
too high or too low. We might or might not take their advice as we saw fit. 
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Nobody ever threatened to cancel our lease if we did not follow their suggestions. 
We also handled competitive items such as tires, batteries, Prestone, and such 
things as our customers wanted. We were never threatened or punished for 
doing this. 

In about 1951 or 1952, the Greenville dealers formed the Greenville Service 
Station Association, and I attended the first meeting. We paid $25 membership 
to join. One of the first things they did was to get together and agree to raise 
the price of washing and lubrication cars to a level price of $1.50 each, and $2.75 
for the combination job. Lee Gardner, who testified before this committee earlier, 
was the first president of the association. I went along with their programs but 
never held office and did not attend another meeting except a social banquet. 
The association’s principal interest was in keeping prices up and in policing 
dealers who cut their prices. 

In April 1953, I had an opportunity to become the distributor of Gulf products 
on the wholesale level in Greenville and took it. I had to invest $11,247.16 to 
go into this distributorship, much of which was cash I was able to accumulate 
out of my service-station business. 

I am firmly convinced the service-station business, either in a location leased 
from an oil company or not, offers a fine opportunity to get into a small inde- 
pendent business. It will pay off for any dealer who is willing to work hard 
and offer good cheerful service to the public. 

H. W. ING LisH, Jr. 

Sworn to and subscribed before me, this 30th day of April 1955. 

[SEAL] NED JOHNSTON, 


Notary Public in and for Hunt County, Tez. 


Mr. Roosrveir. Now, the next witness will be Mr. A, F. Young, 
of Beaumont, Tex. 

May I swear you? 

Would you raise your right hand, please? Do you solmnly swear 
that the testimony which you are about to give before this com- 
mittee shall be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Youne. I do. 

Mr. Roosrvett. You may proceed, sir. 


TESTIMONY OF A. F. YOUNG, BEAUMONT, TEX. 


Mr. Younc. My name is Arthur F. Young. I am a resident of 
Beaumont, Tex., where I have lived for 28 years. I was in the service- 
station business for 25 years, until I retired in 1952. In 1939 I 
took a lease from Gulf Oil Corp. on a station at College and Victoria 
Streets there in Beaumont. This lease was on a year-to-year basis, 
without any cancellation clause. My rent varied during this time from 
a cent to a cent and a quarter a gallon and for a time was on a flat 
monthly basis of $200 to $240 per month. During this entire period 
my lease was automatically renewed at the end of each year until I 
requested its cancellation at the end of July 1952. During that 13 
years there were never any threats by Gulf people to cancel or fail 
to renew my lease for any reason. I always felt I could keep the sta- 
tion as long as I wanted to. 

My gasoline volume ranged close to a monthly average of 15,000 
gallons and I did a fair amount of oil, greasing, and washing business, 
and a pretty good TBA business, too. I always handled most of the 
products Gulf sold, but I also carried whatever other items I wanted 
to, such as Prestone antifreeze, different brands of spark plugs, and 
other brands of tires and batteries when my customers wanted them. 

I was able to make a good living out of this business and usually 
netted myself about $6,000 or $7,000 a year. I had about two to three 
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thousand dollars of my money invested in this business. During the 
years I was in the service-station business I was able to invest money 
in rental property in Beaumont and by 1952, since my health was not 
too good, I decided I could retire from the service-station business 
and live on the income from my investments. 

I notified Gulf that I didn’t want to renew my lease when it ex- 
pired July 31, 1952, and started looking around for a new dealer to 
take the station and buy my stock of merchandise and equipment. 
Early in July Hugh H. Howard, a man I had known for sometime in 
Beaumont, called me and said he wanted to take the station and 
wanted to work out a deal for my stock and equipment if he could 
get Gulf to lease him the station. Gulf was willing to lease him the 
station and he and I worked out an agreeable price for my inventory 
and equipment. However, Howard said he didn’t have enough money 
to pay for all of it. We finally worked out a deal whereby he paid 
me $675 in cash and gave me a note for $1,000—which he was to pay in 
20 equal payments of $50 each. The equipment principally consisted 
of greasing and washing equipment, a battery charger, floor jacks, and 
miscellaneous tools. 

The merchandise consisted of a small amount of gasoline, some 
packaged oil, and some TBA items. Included in my inventory at that 
time was about 100 gallons of Prestone antifreeze which I had gotten 
from Straus-Frank, a supply house in Beaumont, but had not paid for. 
This I could return to the supplier at a 10 percent loss, but Howard 
wanted same left at the station and he made a deal with Straus-Frank 
to assume the amount owing on it. 

I had made a practice of buying about 100 gallons of Prestone each 
year and was usually able to dispose of it before the cold weather set in. 
The Gulf sales representatives were always trying to sell me their own 
brand of antifreeze but they never objected to my Prestone business. 
[ always handled the Gulf antifreeze also. 

During the months that Mr. Howard was in this station I was in 
there talking to him a number of times. I was surprised to find that 
he was constantly dissatisfied and complaining almost the whole time 
he was there. I couldn’t understand it because he was dealing with 
the same Gulf representatives who had been calling on me for many 
years, Ed Lane and Douglas Campbell. These men were always try- 
ing to sell me merchandise and were counseling and advising me on 
merchandise methods, but I never felt that I had to follow their advice. 
ner never threatened to cancel my lease nor do anything else of that 
cind. 

Mr. Howard paid the $50 installments to me for 10 months, making a 
total of $500 paid and leaving an equal balance on the note. He told 
me at the end of the 10th month that he was giving the station up 
and could not make any more payments on the note. I told him to 
leave my equipment where it was in the station and released him from 
the balance due on the note. I might add here that Mr. Howard had 
failed in two other businesses before taking over my station. 

I later sold this equipment to another dealer. 

As for the Prestone antifreeze which Howard took from me, I later 
got a call from Straus-Frank asking me to help them collect from 
Howard for that merchandise.- They said they were having trouble 
getting their money, but I pointed out that they had transferred the 
account and declined to take any part in it. 
65262—55—pt. 1-42 
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Mr. Roosreve.r. Thank you very much, Mr. Young, I don’t think 
I have any questions. Do you, Mr. Sheehan? Mr. Arnold? 

(No response. ) 

Mr. Roosevett. Thank you very much for appearing before the 
committee. 

Mr. George Vaughan, please. 

May I swear you? ould you raise you right hand, please? Do 
you solemnly swear that the testimony which you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Vaueuan. I do. 

Mr. Roosrvetr. You may proceed, sir. 

Mr. Vaucuan. My name is George Vaughan and I live in Houston, 
Tex., where I operate two service stations. I have been in the service 
station business for 15 years. Both of my stations are leased from Gulf 
Oil Corp., but I operate and maintain my own business at both loca- 
tions as an independent merchant. By this I mean that I hold these 
properties under year-to-year leases and run my business as I see fit. I 
fix my own hours of opening and closing, hire and fire my own help, 
and, with the exception of gasoline at one of these stations, sell all of 
my merchandise at prices of my own making. Profits and losses are 
my own. 

At my large station, which is located at Washington Avenue and 
Shepherd Drive, I was doing a gasoline volume of 40,000 to 50,000 
gallons a month at a profit margin of about 5.8 cents per gallon until 
about 2 years ago when my business began to be eomenely affected by 
the competition of 2 multipump, cutrate stations which opened up 
within a block or 2 of me. They were selling as much 8 cents under 
my price. My volume fell off steadily until by the beginning of last 
fall I was doing only 20,000 to 25,000 gallons per month, and was 
having a hard time making ends meet. My operation isn’t geared 
to that kind of reduced gallonage. 

I heard that Gulf had worked out a plan to consign gasoline to 
dealers who were having a bad time meeting price competition of 
the kind I was faced with. I went in and inquired about it and 
asked to be put on that basis. Under this arrangement I still have 
a year-to-year lease on my station and still buy and sell all products 
except gasoline on the same basis as before. As for gasoline, they 
deliver it to me on consignment and collect for it after I sell it, payi 
me a commission of 4.15 cents per gallon for regular gasoline an 
4.65 cents for premium grade. Since it’s their gasoline, they tell 
me what price to sell it for. I have been operating under this con- 
signment arrangement since last October, and meeting the prices 

sted by the two stations which originally took my business away. 

y gallonage has built back up steadily to the point that this month 
I expect a volume of over 50,000 onions and my commission on 
gasoline sales is now larger than what my profit from gasoline used 
to be before I went on the consignment plan. 

Except for the fact that Gulf sets the retail price of the gasoline, 
there has been no difference in my relations with them and they 
have made no effort to interfere with the management and control of 
my business. As far as I can tell, the consignment plan is a life- 
saver for dealers who are being squeezed out of business by these cut- 
rate or so-called self-serve stations. 
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In all my years in the service-station business no company salesman 
or anyone else in the Gulf organization has told me what I had to 
buy or sell or otherwise interfered with my operation of my busi- 
ness. Except for the consigned gasoline at one of my stations, I 
set the prices of everything I sell and Gulf has nothing to do with 
them. 

I have always handled competitive merchandise of various kinds 
such as tires, batteries, and antifreeze. Nobody from Gulf has ever 
tried to prevent me doing this, although of course they are always 
trying to sell me their own lines. ; 

In my opinion, most dealers are entirely satisfied with their arrange- 
ments with the major companies. I don’t believe these grumblers 
represent the majority of the dealers. 

Mr. Roosevett. Mr. Vaughan, do you pay rent out of your com- 
mission under this plan ? 

Mr. VaucHan. No; I pay 0.065 up to $175 per month. 

Mr. Roosrvertr. And that has remained the same under both plans 
of operation ? 

Mr. VaueHan. Only on this one operation. I have two. One is 
operated under this consignment plan, and the other one is not. 

Mr. Roosrevetr. I see. Your a is on the other station that is 
still on the same basis of year-to-year basis? 

Mr. VaueHAn. Yes, sir. 

Mr. Roosrveir. When did the price war start—not the price war, 
but the competitive off-brand stations? 

Mr. VaucHaN. Well, this began possibly 3 years ago. When the 
station was built, I began to show a cealieat loss. They are both 
within 1 block of me. 


Mr. Roosevett. Did the company offer to reduce their tank price 
to you at that time? 

Mr. Vaucuan. There was nothing said about it. It just got so 
rough on me I had to do something about it and I went to them and 
cried on their shoulders. I had to do something. At the rate I was 
going I would have just dwindled away. 

Mr. Roosevett. I am interested to know a you chose the C-type 
plan as against a possible negotiation for a tank plan? 

Mr. VaucHan. That seemed to be my solution. I was satisfied 
with it and I never questioned any other method. If they had an- 
other method I never even questioned it. I was satisfied with this 
type of operation and it actually protected me against any price 
compre that might develop in the future. 

Mr. RooseEvett. y don’t you shift over to that on the other 
station ? 

Mr. VaucHAN. We don’t have the same price competitive situation 
down there that we have on this particular one here. 

Mr. Roosevett. In other words, you prefer to be on the lease plan 
es nosmep! circumstances if you didn’t have cut-rate competition in 
the area ¢ 

Mr, Vauenan. Since I have been into this thing, I don’t know 
whether I would or not now. I am very happy with this setup now. 

Mr. Roosrvett, Tim? 

Mr. Surenan. You stated at one time that this independent service 


station undersold you by 8 cents a gallon, which is quite a considerable 
amount. 
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How were you selling your gasoline before you converted to the 
so-called C-type station ? 

Mr. VauGHAN. You mean what price per gallon? 

Mr. SHEEHAN. What price per gallon for regular gas? 

Mr. VaucHan. I believe that regular was 26.5 and Ethyl was 28.5. 

Mr. SHeeHan. Then you took over the new arrangement and be- 
came literally their agent. At what price did you sell that gasoline? 

Mr. VAUGHAN. 23.9 and on. 

Mr. Sueenan. Then the difference was only 2.6 per gallon, or the 
difference between 26.5 and 26.9. What happened to the difference 
that your competitor used to have ? 

Mr. Vaucuan. I evidently don’t understand you. 

Mr. SHEEHAN. When you were faced with this 8 cents per gallon 
competition, you decided that you had better get on some basis to 
compete with him. Yet when you turned over to the other type of 
operation you stated you were selling at 26.5 cents per gallon, then 
after you became involved in this other deal with Gulf you sold it at 
23.9 per gallon; is that right ? 

Mr. Vaucuan. Yes, sir; that is the price we are posting now. 

Mr. SHEEHAN. So the difference between the 2 prices of 26.5 and 23.9 
is only 2.6 per gallon? 

Mr. Vaueuan. Well, I can only answer that—I don’t have the time 
and the facts and figures before me, but there was some fluctuation 
in retail prices generally all over the city of Houston, and I believe 
there was a tax increase of some kind; wasn’t there? 

Mr. Roosrvetr. I think what Mr. Sheehan is trying to say to you, 
if there was an 8-point spread between your competition and you, 
how did 2.6 meet that competition ? 

Mr. Vauenan. At that time their price, there was variations. 
There was some competition among the independents and self-services 
themselves, and there were times when they were 8 cents lower than 
us. But when we went on consignment, we met their posted price. 

Mr. Sueenan. But there was not an 8-cent difference? 

Mr. Vauenan. Might not have been at that time. 

Mr. SueeHan. You see where you threw me off. You said the cut- 
rate price was 8 cents under you, and that is the reason why you 
changed. Look at your statement there. 

Mr. Vauenan. They were at times selling 8 cents under us. 

Mr. Sueenan. When Gulf made this special arrangement with you 
to give you a special price so that you could meet this competition 
and go down to 23.9 cents, didn’t they make it to all of their dealers 
in that territory ? 

Mr. Vaueuan. I assume they did. I heard that they did. I know 
or talked to 2 or 3 other dealers who said they had made them that 
proposition. Whether they took it or not, I don’t know. 

Mr. SuerHan. But apparently they didn’t make you that offer, 
because if they had you would have taken it so you could be selling 
at 23.9 without going over to them, is that right ? 

Mr. Vauenan. I am just studying your question. I want to be sure 
I understand it correctly. 

Mr. Sueenan. In ne words, you think that Gulf made these 
prices available to everyone to meet competition ? 

Mr. Vavenan. I didn’t say the prices. They made this same plan 
of operation. 
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Mr. Sueeuan. Well, then, let’s look at it this way: Do you think 
it is fair for Gulf to have two sets of prices, one for dealers like your- 
self and another one for people of their own they are going to put in 
business ¢ 

Mr. Vaueuan. Actually I heve never given that any consideration. 
I am only concerned about my own corner right there and my own 
trade area. 

Mr. SueeHan. You were in business at that time. Supposing you 
were in business on this particular corner on a Monday, and you had 
to sell the gasoline for 26.5 because of the price at which you were 
buying it. 

On Tuesday, on the same corner, you change your plan of operation 
and Gulf sells’ you the gasoline at 2.6 cents less. Is that fair? 

Mr. Vauenan. From a profit standpoint I only consider the com- 
mission that I make off of the gasoline, and I assume they will be 
competitive. 

Mr. Surenan. Then they should have made you competitive on 
Monday the same as on Tuesday. Same gasoline, same customer. 
According to Gulf’s statement heretofore, they made these prices ef- 
fective for everyone, didn’t they ? 

Mr. Roosevetr. That is correct. 

Mr. Vaueuan. You are talking about prices, and this is—if I were 
to—under the old oper: ation—if I were to meet this competition I 
would have had to reduce my margin of operation in order to meet 
them. 


Mr. Sueewan. You couldn't compete under the old operation ? 

Mr. Vaucuan. No. 

Mr. Sueenan. But under the new setup, on that day, you were able 
to compete because they guaranteed you so much per gallon? 

Mr. Vaueuan. They made me 1. 45, on regular, and more than that 
on Ethyl. 

Mr. SuHeewHan. You understand I am not criticizing you. I am try- 
ing to get straight in my own mind on why they didn’t make such a 
pr ‘ice available, so that you could do it on your own. 

Mr. Roosevett. If Mr. Sheehan will yield for a moment, the dealer 
who is still on the dealer basis, you have now had a lower price to 
meet this competition with the help of Gulf. What happens to the 
other fellow who hasn’t gone on the C station? He is Penne a 
company price, unless he takes the C station. So isn’t this a way of 
forcing you to either take a C station plan 

Mr. Vavewan. No; ; they didn’t force me to do anything. 

Mr. Rooseveir. Not you, but isn’t it a fact that you are able as a 
© station operator to post the 23.9 price, in order to meet that com- 
petition, the other man has got to go out of business or take a C plan? 

Mr. Guzzo. Mr. Chairman, may I clarify that for you? 

Mr. Roosrvetr. Yes; I wish you would. I think both Mr. Sheehan 
and I would appreciate iit. 

Mr. Guzzo. Evidently this gentleman didn’t make his problems 
known about the price. He heard about the consignment arrange- 
ment and preferred this arrangement and applied for this arrange- 
ment and got it. But when we » authorize this man or any other man 
to post a price to meet competition, we see to it that the surrounding 
dealers on other plans get a contemporary competitive allowance so 
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that he can meet the competition, too. It is a question of whether 
he wants to be on a consignment basis or continue on the old plan. 
This new plan has the basis of relieving his mind of just where he 
should stop or go. 

But the dealers who are affected in the same trade area do get 
temporary allowances so they can meet competition. 

Mr. Roosevett. In other words, in all instances, to meet competition, 
if you put somebody in business on a C plan, least dealer would be 
given a temporary allowance to meet the price listed by the C dealer? 

Mr. Guzzo. If he elects to. 

Mr. Roosevett. If who does? 

Mr. Guzzo. The dealer. He can either meet it or put it in his 
pocket. 

Mr. Roosevett. I see. 

Mr. Guzzo. Similarly, it would apply if we had a company-oper- 
ated station in that area, and if we saw that the retail price was going 
the other way we would give the surrounding dealers in that area a 
competitive allowance to enable him to stay in business. That was 
exactly the point I was trying to make in my statement. 

Mr. SuHeenan. That is the point I am trying to get straightened 
out. Why wasn’t he given that 2.6 allowance so he could meet it on 
his own without changing any of his plans? 

Mr. Guzzo. It would have been given to him if the people respon- 
sible for his area knew of his situation. I am not familiar with his 
individual case—because we only have thirty-six-odd thousand of 
them, and I can’t keep up with all of them. But chances are he heard 


about this consignment aaa a that was comparatively new in 


Texas at the time, and he liked the idea, and he could see destruction 
pr him, and he thought I had better let Gulf carry this load for a 
while. 

Mr. Roosrvett. This is the thing both Mr. Sheehan and I are in- 
terested in; it is incredible that the man in charge of that local area 
wouldn’t have known about this competition which was facing Mr. 
Vaughan, and if he knew of it—as he must have known of it—that he 
didn’t say to Mr. Vaughan, “You don’t have to take this C-plan, you 
have another alternative.” In other words, unless we accept at full 
face value that everybody is getting it, I can foresee very easily and 
quickly how a C-type plan could be used to eventually force everybody 
to take a C-type plan if that becomes company policy. 

Mr. Guzzo. He has an isolated situation. Bat that is why I set out 
in my statement and showed you the route that gasoline sales were 
going in Texas for Gulf, and that is why we had to do something to 

eep from going out of business in Texas, or continually dwindle; 
the first thing you know you would dry on the vine. So we made this 
type of arrangement available to those who preferred it in preference 
to taking an allowance and meeting it on his own. 

Mr. Roosrveit. Except he didn’t know about the other. He didn’t 
know he had a choice. 

Mr. Guzzo. I don’t know why he wouldn’t have known. 

Mr. Roosrveur. All I know is what he told us. 

Mr. Guzzo. Well, I understand that. 

It might be just one competitive situation, and not being familiar 
with his case I wouldn’t know. But I repeat again that we do not— 
and I want that known emphatically, ott can prove it—we do not 
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favor commission-operated service stations against the others, because 
we would prefer the other. But we give them the option of the com- 
mission-operated service station if they elect to go on that. 

Mr. Roosrvett. Mr. Arnold has one question. 

Mr. Arnowp. Just one question. As I understood you, you said 
before this price war you were having about 40,000 to 50,000 gallons 
a month and were making 5.8 a gallon, and then under the present 
commission plan you are making 4.15 a gallon, and you are back up to 
around 40,000 to 50,000 gallons a month, is that correct ? 

Mr. Vauenan. That is correct. 

Mr. Arnoxp. So, in other words, you still were making a better 
return before the price war than before you were on the C-type 
operation ? 

Mr. Vauenan. Under the old-type operation, 2 to 3 years ago, when 
this thing started, I was making more profit a gallon, sure, but I lost 
that gallonage and I had to get it back. 

Mr. Arnoxtp. You had the operation of returning to a straight 
lease-type operation ? 

Mr. VaueuHan. I don’t have that contract in front of me. But I 
believe I was assured that, yes, I was, that I could cancel it out any 
time I saw fit. 

Mr. Roosevett. Mr. Vaughan, thank you very much. We appre- 
ciate your coming and all of you gentlemen. 


Mr. Guzzo. I think I ought to tell you, Mr. Chairman, that the 


dealer necessarily does not. always make the same margin of profit 
ina ea area that he does in a normal price area. 


Mr. VELT. Yes, certainly. 
Mr. Guzzo, could we see you just a minute? The meeting will be 
officially adjourned at this time until May 25, at 10 a. m. 


(Thereupon, at 5:50 p. m. the committee recessed to reconvene 
May 25, 1955, at 10 a. m.) 
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WEDNESDAY, MAY 25, 1955 


Hovse or REPRESENTATIVES 
SuscomMiTrere No. 5 or THe Seitecr CoMMITTEE 
To Conpucr a Srupy AND INVESTIGATION OF 
THE PRopLEMS OF SMALL BusINEss, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 2 p. m., in the caucus 
room, Old House Office Building, Washington, D. C., Hon. James 
Roosevelt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed, and Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Roosrvetr. The committee will come to order, please. 

Subcommittee No. 5 will hear this afternoon from Mr. Herbert Wil- 


letts, director and vice president in charge of domestic marketing of 
the Socony Mobil Oil Co. 


Would you rise and be sworn ? 
Do you swear that the testimony you are about to give before this 


subcommittee shall be the truth, the whole truth, and nothing but the 
truth? 


Mr. Wutetrts. I do, sir. 


TESTIMONY OF HERBERT WILLETTS, DIRECTOR AND VICE PRESI- 
DENT IN CHARGE OF DOMESTIC MARKETING, SOCONY MOBIL OIL 
CO., INC., ACCOMPANIED BY JOHN SCOTT, COUNSEL 


Mr. Roosrvett. Our usual procedure is not to interrupt any more 
than we can help, but if any of the committee have a question I will 
take the liberty of interrupting you as we go along. 

Mr. Witterrs. My name is Herbert Willetts. I am director and 
vice president in charge of domestic marketing of Socony Mobil Oil 
os Inc., which until a few weeks ago was Socony-Vacuum Oil Co., 

ne. 

My company and its affiliates, Magnolia Petroleum Co. in the South- 
west and General Petroleum Corp. on the west coast, have been active 
in the marketing of petroleum products for many years. I have fol- 
lowed press reports on hearings of your committee and I want to con- 
gratulate you on the impression you have created so far, namely, that 


you are seeking a constructive understanding of the problems of our 
industry. 
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The relationship with its dealers is of great interest and importance 
to Socony Mobil. In the United States there are 34,000-plus outlets 
selling our Mobilgas. Of these, only 55 are operated by salaried em- 
ployees of the company. Eight of the 55 are parkway stations where 
as a rule company operation is mandatory and 38 are training stations, 
which were established to benefit our dealers, not only through the 
training provided but also as practical laboratories for experimental 
work in marketing techniques, the results of which are passed on to 
our dealers. 

Except for the 55 salaried stations, all Mobilgas outlets are operated 
by ret atin businessmen—dealers and distributors. Socony 
Mobil serves 25,019 dealers directly. Distributors who buy from us 
serve 9,011 Mobilgas outlets. These people, small-business men all 
of them, account for more than 99 percent of the Mobilgas sold to 
motorists. 

Thus the success of our gasoline sales effort obviously is keyed 
directly to the retail efforts of Mobilgas dealers. In fact, the repu- 
tation with the public of our well-known national brands, Mobilgas 
and Mobiloil, depends substantially on these dealers. Their atti- 
tudes, the service they give, the cleanliness of their stations are all 
associated in the public mind with the brands they sell, and thus with 
the manufacturer of the products bearing those brands. I cannot 
emphasize too strongly the importance of neatness and cleanliness in 
a station, especially with regard to restrooms, most particularly 
women’s restrooms. This is not only in the interest of the supplier 
and dealer, but also very much in the public interest. 

By going the dealer route to the extent that we have, we have 
laced a tremendous bet that it is the most effective way of doing 
usiness. We know that it will not work that way unless between 

our company and its dealers there are generally good relations based 
on mutual respect and understanding. 

We have not achieved perfection in our dealer relations and prob- 
ably never shall. With thousands of relationships involved there 
are bound to be some which are not satisfactory. That is probably 
true in virtually every field where contacts between human beings 
are involved, whether in the home, school, shop, or club. We do 
believe that our dealer relations today, on the whole, are good, but 
we are constantly trying to make them better. 


DEALER RELATIONS PROGRAM 


Our belief in the foundamental importance of the service-station 
dealer to our company caused us to establish over a year ago a dealer 
relations committee. This committee, after daeagtley consideration, 
recommended last fall a program which reflected our company’s basic 
beliefs about dealer relations. Since last fall this program has been 
reviewed by our marketing managers in the field, and final approval 
has recently been given. 

The statement of policy is addressed to all Mobilgas dealers and 
begins with this introduction: 

We believe you should know the company’s basis beliefs about working with 
Mobilgas dealers. Fundamental to this entire statement is the recognition 


that any sound business relationship must be based on fair dealing, mutual 
understanding, and respect. 
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Here are some of the points in the policy: 


In those cases where we lease property to dealers, we offer leases for terms 
as long as 3 years to those dealers who conduct their businesses in a responsible 
fashion, who have demonstrated over a period to time that they will maintain 
or enhance the value of the property and who are financially sound. 


In any period of tight supply, our dealers will receive a fair share of our 
total supplies. 


We recognize that every Mobilgas dealer is an independent businessman, 
free to buy and sell our products or others and free to operate his business as 
he deems best, subject only to applicable laws and to the conditions of written 


contracts with us. 

Our entire dealer relations program will be discussed individually 
with each dealer, and that is already being done in three of our 
sales districts. We are taking this gradual approach because this 
program is very serious business with us and we want to be certain 
that the material we have prepared for our sales representatives equips 
them to answer such questions as dealers are likely to have. As soon 
as this is completed, we will start discussing the program with the 
rest of our dealers. 

We are filing with this statement a copy of the full policy with the 
request that you not release it now as we would like to have an oppor- 
tunity to complete our conferences with dealers. You are, of course, 
welcome to include it in the printed record of your hearings. 

It is our hope and belief that the adoption of this program and 
the followthrough on it will contribute to further improvement in 
our dealer relations. The dealer relations committee will continue to 
function, studying the results of what has been done and making 
recommendations for additional steps to be taken in the future. 

As a matter of possible interest to you, our dealer relations pro- 
gram is similar to—and, in fact, a sequel to—a distributor relations 
program which we adopted about 3 years ago. Inasmuch as this 
hearing is ores concerned with retail dealers, I shall not take 
your time for a discussion of our distributor plan, but I have here a 
copy of a talk by one of our marketing people which explains it in 
some detail and which you may wish to have for your records. 

In the balance of my statement I want to deal with other important 
matters which have ame brought before your committee, namely, 
dealer changes, price wars, and control over dealers. 


DEALER CHANGES 


My company has been concerned for a number of years with the 
problem of dealer changes and reasons for them. Our interest, in 
addition to the human relations aspect, also reflects ordinary business 
logic. It is expensive to install a new dealer in a service station. We 
estimate that this cost ranges from $1,500 to $3,000 per change. In 
addition to this out-of-pocket expense, frequent changing of dealers 
adversely affects the business going through an outlet. 

_ You have heard testimony that the turnover rate among dealers 
is as high as 3314 percent. I seriously doubt the accuracy of this 
figure. The latest industrywide statistics on this subject were pub- 
lished in 1950 by the Department of Commerce. They show a rate 
of 26 percent in what are called transfers in the service station busi- 
ness. These transfers include those who die, retire, or are drafted 
by the military. They also include transactions where a dealer simply 
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shifts from one station to another. For example, if we lease a new 
location to one of our dealers who has demonstrated his competence, 
1 transfer will be recorded, and 2, if the old location is turned over to 
another of our dealers. Some transfers, of course, are due to the 
dealer’s dissatisfaction or inability on his part to make a living in 
the service station business, but we have been unable to find any Gov- 
ernment statistics on that basis, nor have we statistics in our own 
files which would enable us to determine the number of transfers of 
our dealers due to these causes. A comment which may be relevant, 
however, appeared in the Survey of Current Business, January 1954, 
in which the Department of Commerce stated that a similar study for 
1946 covering all types of retail business indicated that— 

only one-fourth of all business transfers in that period were disposed of by the 
original owners in order to prevent or minimize a business loss. 

We have devoted a considerable amount. of study to the reasons for 
changes in dealerships. I would like to discuss these reasons in some 
detail and then tell you some specific things we are trying to do. 

One reason is that many people who try the service-station business 
find after a reasonably short time that they are not suited for it. 
Some are not physically up to the outdoor work; others find that the 
hours of the service-station business conflict with their homelife; 
and in many cases they quickly learn that they really do not know 
how to run their own business. For example, many dealers have 
gotten themselves into serious financial difficulties because they have 
granted too much credit without adequate checking of the risk and 
without adequate followup in the collection. Some dealers do not 
appreciate that the public more and more is demanding that service- 


station facilities be neat and clean. We do not know how many 
changes are due to business lost as a result of the effects of bad house- 
keeping, but we have reason to believe it is substantial and we are 
giving increasing attention to this point in the selection and training 
of dealers. 

mary i among suppliers for good dealers accounts for a sub- 


stantial number of transfers. The typical dealer has been pictured 
to you as an individual who is at the mercy of and dominated by his 
supplier. The fact is that any good dealer knows he is very much in 
demand these days and, if he sees a better opportunity elsewhere or 
if he is not satisfied with the treatment he is receiving, can easily 
switch to another supplier. 

Another reason is the high industrial activity in the country which 
has opened up attractive jobs to dealers. In a good many instances, 
the dealer had previously been employed by a factory, was laid off 
or had his hours reduced, tried a service-station operation, then re- 
turned to the factory when his job reopened or the hours again were 
increased. 

Two additional reasons are the population shift to the suburbs 
and the construction of new throughways, both of which are chang- 
ing the buying habits of many thousands of motorists. When a 
service station loses potential because former customers have moved 
to a new community or are no longer using the highway or street on 
which the station is located, the dealer at that station may no longer 
want to stay there. He may get a better location or he may take up 
some other business. 
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Price wars are a factor in dealer changes, but I do not believe 
they are a major cause. Where price wars are long and severe, there 
is likely to be some increase in the number of changes. 

Then of course there are the deaths, retirements, and draftees which 
I mentioned at the outset. 

Finally, a leading cause of dealer changes relates to selection and 
training. That is an area to which we have given considerable at- 
tention in the past, but in which more needs to be done. We are taking 
several definite steps to improve further our selection and training 
effort. 

We have learned through extensive research that the man who is 
most successful as a service-station dealer prefers the independence of 
owning his own business, likes to be out of doors, prefers physical 
activity to desk work, does not like to punch a time clock, is mechani- 
cally inclined, has some flair for meeting and getting along with 
people and, last but not least, has managerial ability. Admittedly, 
service-station operation is no sinecure, but for those who measure up, 
there is plenty of scope for profitably employing their talents. 

We are insisting that our field organization spend more time and 
make better use of the programs and methods we have developed 
to improve our efforts to select good dealers. In the recent past 
the serious shortage of manpower caused by the Korean situation 
made it extremely difficult to find the right man in every case, and 
it was often necessary to take a chance on individuals whose qualifica- 
tions might otherwise have been scrutinized more carefully. But 
now we are insisting on ever better selection efforts. 

We are extending a program of giving orientation training to a 
new dealer to prepare him to accept the responsibilities of the service- 
station business, including competent servicing of customers’ cars. 
We are providing the means whereby all of our present dealers and 
their employees shall have a better opportunity—if they want to take 
advantage of it—to receive instruction in good merchandising methods 
at training stations. 

In connection with this stepup in training activity, we are pres- 
ently planning three new training stations, and probably will add 
several more in the future. 

It is our strong belief that better selection and better training 
will help to reduce the number of dealer changes and we are putting 
a great amount of effort into these two activities. 


PRICE WARS 


_My company’s position with respect to prices and price wars is 
simply this: We determine in each section of the country in which 
we market gasoline the wholesale tank-wagon price which we desire 
to charge our dealers. These are what we call our objective prices. 
Competition does not always permit us to realize these prices, but 
we believe they are reasonable and try to obtain them whenever we 
can. 

The prices charged by our dealers, on the other hand, are entirely 
a matter of their own decision. They usually attempt to realize 
what they consider an adequate margin over and above the tank- 
wagon price paid by them, but they, too, sometimes run into diffi- 
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culties in achieving the margin they would like. These difficulties 
become more acute under price-war conditions. 

It is our policy to meet tank-wagon price reductions of any sub- 
stantial competitor in a market. When there is a price cutting at 
the tank-wagon level we feel we have to put our dealers in a position 
to compete with dealers who are receiving lower prices from other 
suppliers. We recognize a mutual interest. Their loss might be 
very severe or they might go out of business entirely if we did not 
meet the competition of such other suppliers. 

It would be a mistake, however, to assume that the competitive 
activity which causes price wars occurs only at the wholesale level. 
A very substantial number of price reductions at the wholesale 
level result directly from price cutting at the retail level. Retail 
price cutting does not always involve a reduction in the posted price. 
It may also be in the form of discounts or the giving of trading 
stamps or premiums. Dealers who in one way or another cut the 

rice hope to increase the volume of gasoline they sell. They further 
ate that they will increase their total profit, despite the lower unit 
profit. Of course, price cutting of this nature can be sustained only 
so long as the additional volume is attracted. When competing dealers 
in the locality begin to match these price cuts, the initial gain in 
volume is usually lost. However, experience has shown that some 
dealers are constantly trying to jump the gun on their competitors 
and thus are a disturbing factor in any market. 

Price wars are unprofitable and we do not deliberately start them. 
When we decide to meet price cuts initiated by others, we give the 
same reduction or allowance to all dealers in the affected market area. 
We have to be careful in determining the limits of this area. We want 
to be fair to all of our dealers who are similarly situated, but at the 
same time we do not want to be responsible for spreading the price 
war to dealers in areas not previously affected. e do not at any 
time exact a commitment from our dealers that they will make similar 
reductions in their retail prices. 

The wave of price wars now being experienced is due in part to the 
fact that the oil industry has just recently emerged from a long period 
during which it was a tremendous struggle to supply the rapidly in- 
creasing demand. Then in 1954, the increase in demand was consid- 
erably less than had been forecast at the beginning of the year. While 
demand for automotive gasoline in 1954 was 2.6 percent greater than 
in 1953, this compares with an average annual increase of 7.4 from 
1946 through 1953. This unexpected slackening of the upward trend 
in 1954 was a factor which delayed liquidation of unduly high gaso- 
line inventories which had begun to accumulate in 1953. 

The picture is brighter now. Automotive gasoline demand so far 
in 1955 is running 5.1 percent ahead of 1954 and this has helped re- 
duce gasoline stocks, particularly in the Middle West, bringing supply 
and demand into better balance. 

During some 32 years in the oil business, it has been my experience 
that. price wars ultimately run their course. I am confident that the 
current situation will continue to improve as those, both at wholesale 
and retail levels, who start price wars realize that their competitors 
are going to meet their price cuts and any gallonage gains they might 
make will be short-lived. 
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INDEPENDENCE OF DEALERS 


There has been some testimony before your committee with respect 
to the control claimed to be exercised by suppliers over dealers. No 
specific complaints have been made to your committee against Socony 
Mobil in this respect by any of its dealers but I should like to tell 
you that it is our company policy to give full recognition to the inde- 
pendent status of our dealers. We recognize that policies to be ef- 
fective must be understood all down the line. The whole question of 
dealer relations with our company, the point of independence of 
dealers included, is discussed at meetings of our top marketing execu- 
tives with field managers and with the salesmen who have the princi- 
pal contact with our dealers. I will not say, of course, that no member 
of our sales organization has ever stepped over the line. If any did, 
he would be violating company policy and we would immediately see 
to it that corrective action was taken. 

We are proud of the products which we offer to our dealers, and 
we do not hesitate to say that we expect good aggressive salesmanship 
of our representatives. We do not want pressure and not just be- 
cause we consider it illegal. We think applying pressure would be a 
very poor long-range business practice. We know that our dealers 
are, in fact, carrying many products offered by competitors. We also 
know that we are selling some of our products to outlets which do not 
carry our gasoline. 

You may also be interested to know that our policies on inde- 
pendence of dealers are reflected in the provisions of our product con- 
tracts with our dealers. Insofar as gasoline and lubricating oil are 
concerned the dealer is not required to purchase more than a stipulated 
minimum amount per month. The minimum which is inserted in the 
dealer contract is 50 percent of his estimated “thruput.” Insofar as 
epecialicen tires, batteries, and automotive accessaries are concerned, 
the dealer’s minimum obligation is specifically stated to be “none,” 
and he therefore is not required to purchase a single dollar’s worth 
of any of these items unless he elects to. I would like to submit a 
copy of our retail contract for your record—and we have attached a 
ore the statement. 

(The copy of the retail contract referred to is as follows :) 
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RETAIL DEALER CONTRACT 


(For use only wheo Seller makes ai! 
deliveries to Boyer 3 premises) 


B-2075 (2-55) 


SOCONY-VACUUM OIL COMPANY 


INCORPORATED 


193_____berwees SOCONY-VACUUM OIL COMPANY, INCORPORATED, having a2 office 


hereinafter called Seller, 


jotacly and severally if more than one, hereinafter called Buyer, having « place of business et 
bereinafter called the premises 


Applicable 
per moath mooths 


Nov. to Apr. incl. 
May to Oct, incl. 
Nov. to Apr. incl. 


May to Oct. incl. 
Nov. co Apr. incl. 


May to Oct. incl. 
Nov, to Apr. incl. 


May to Oct. incl. 
Nov. to Apr. incl. 


May vo Oct. incl. 
Nov. to Apr. incl. 


May to Oct. inet. 
Nov. to Apr. incl. 


May to Oct. incl. 
Nov. to Apr. incl. 


Mobil Specialties Bech moath 


Erhytene Glycol. Base Anti-Freeze 





Mobil Tires Each month 





Mobil Batteries Each moach 


Seller's Automotive Noae ’ Each month 
Accessories 





Grades, brands and packages shall be those marketed by Seller at times of deliveries to similar dealers in Buyer's area, all as determined by Seller. 


All payment shall be at par. Seller shall aot be required to rer 1 " 
Deliveries shall be made at the premises and shali be promptly received by Buyer. Quantities shall be computed without 


3. Texes. The amount of any present or furure 
by (a) this contract, (b) the products or constitutent 
be paid by Buyer to Seller. 


4 Credit Customers. Buyer may, whea 


Seller che account receivable by delivery of the credit card sles 
the face amovat thereof aot to exceed, however, Buyer's 


5. Srends; Advertising. Seller's brand 
bandied. Advertising material, if loaned by Seller, 
cursed os the termination of chis contract. All edvertising, including color 


6 Reterneble Containers. All concainers oo 
cence and shell be rerurned prompriy ia their delivered 
Seller maiorsios in Buyer's ares = reguler pick-up 
ment for contents is due end shall be refunded provided 
for the comtainer and expenses. 
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7. teaded Gasoline. Buyer shall comply with all health and labeling requirements of any governmental agency, of the supplier of vetreethy! lead and 
of Seller. 


8. Cleims. Any ciaim for deficiency in quality or quantity shall be waived unless Seller is ootified ia writing and given aa opportunity to inspect withia 
10 days after delivery as to packaged products and within 2 days after delivery as to umpackaged products. Furthermore, Buyer agrees in consideration of Seller's 
execution of this coorrsct that any claim of any kind by Buyer bused on or arising owt of this concract or otherwise shall be barred unless asserved by Buyer by 


the commencement of an action within 12 months after the delivery of the products or other event, action of inaction to which such claim relates. This provision 
shall survive say termination of this contract, however arising. 


EQUIPMENT 
%. Lean. At Buyer's request, Seller, without obligation co make replacemens, leads to Buyer the equipment hereinafter listed. Additional loaned equip 
ment shall be covered hereby. Sciler agrees (2) to paint said equipment whenever deemed accewary by it for preservation aad (b) to repair it wo the extent deemed 
oecessary by it to keep it io operating conditioa, provided Seller is notified in writing that the irem in question is not in good operating condition and Seller shall have 
derermined in its vscoatrolied discretion and within a reasonable period that the need for repair is oot due to the negligence or miscoaduct of Buyer or Buyer's agen 
or employees. Buyer shal! make the item harmless aad shall not use or permit eayoor else co use it voril repaired. In liew of repairing. Seller may replace 


lowe Value 


10. Premises. Buyer is the Joye of the premises, and if mor the owner, shell procure the owner's sigasture to the conseat below. Seller may ences 


upos the premises at aay time to exercise say right. Mf Buyer leases the premises from Seller the lease shall govera all equipment. 


11. Conditions of vse. Wich respect to said equipment, Buyer shall («) pay promptly all taxes and fees thereon and on the installation and we 
thereof, (b) keep it im good repair except to the extent Seller shall repair or replace under Section 9, (c) make so additions thereto or alterations therein without 
Seller's written consent, (d) keep legible aad visibie ali marks and signs of Seller, (¢) comply with ail laws and regulations covering its mainteaance aad use, (f) do ox 
permit to be dome sothing prejudicial co Seller's citle, (g) not cemove it or deliver it to anyone but Seller, and (hb) use it solely for Seller's products oa the premises. 


12. Status on Termination. Oa the termination of this contract for any reason, Buyer shall promptly return said equipment to Seller. If mot so 
curned, Seller may remove it without liability, without prejudice to otber righ or remedies, and without obligation to restore the premises to their former coedi- 
tion or to repair or pay for damage incidental to removal, or Seller may abandon all or any part thereof. However, Buyer shall be obligated co purchase under. 
ground tanks at the values stated above plus Seller's installation cose, if Seller so elects by notice given to Buyer nox jess than 30 days afver ination of 
cootract. Until such price is paid, title shall not pass unless Seller otherwise elects, and if nor paid promptly, Seiler may remove such tanks or them aad collect 
the price from Buyer. The stipulated values aod Seiier's records oo installatioa costs shall be coaciusive. 


GENERAL 
13. Contingencies. Seller shall not be liable for loss, damage or demurrage due to any delay or failure in performance (#) because of complinace 
with soy order, request or control of aay governmental euthority or persoe purporting to act therefore, or (b) when the supply of products or any facility of 


sed for successive yearly renewal periods thereafter; provided, however, that it shall terminate at the end of any current period (original or renewal) by notice 
from either party to the other, given sot more than 90 nor lew thas 30 days prior to such termination. If the premises are covered by « lease to which Seller 
is @ party, Seller may terminate this contract at any time by sorice to Buyer om any vermiaation of such lease. Seller may similarly terminste this contract on 
default by Buyer hereunder, or may suspend deliveries during default. If the original period is over one year, Seller may terminate this contract within such 
period on any anniversary of the commencement of the original period by sotice given to Buyer not less than 30 days prior the anniversary date. Any termi. 
astion 5 . 


bE 


| 


agreement covering the subject marrer. Seller's right require strict performance shall aot be affected by any previous waiver or course of dealing. Neither this 
costract nor any modification shall be bieding os Seller unless signed by an authorized representative. Pact performance shall soc be deemed a waiver of this 
requirement. Any sotice hereunder shall be in writing aod shall be delivered personally (to an officer or manager im the case of Seller) or sent by mail to the 
address specified above unless changed by sotice. Notice by mail shall be deemed given at the expiration of the time normally required to make delivery. In n0 
even shall Seller be lisble for prospective profits or special, indirect or consequential damages. 
tre secret ieretenstrneaasinardinasansacsattadiaaasie SOCONY-VACUUM OIL COMPANY, INCORPORATED 

DO By. 

CONSENT OF OWNER OF PREMISES 
In consideration of Seller's iato the and lending the therein the of the 

= SERS SS SSS SSS ae ee ee 

ir 
Gtuther of as cae tn ilees Gtk (5) eae om Ona Gguigunnar chal tee qubjem te:liem or geeeees op auapest Of any soot or oder susune Gow @s hesenhar des. 








Mr. Wuterts. There are, I believe, many things the industry can 
do to meet the problems which have been re dha 9 during your hear- 
ings. Asa — we deem it important that there be a better un- 
derstanding of each other’s problems between suppliers and dealers. 
We feel that our company has taken a step forward in this regard 
with the adoption of its dealer relations program, including a written 
statement of policy. Increased efforts to assure proper selection and 
training of dealers also should be helpful. 


65262—55—pt. 1-48 
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The dealer associations can play an important role. One of their 
prerogatives is to criticize policies and practices of supplying com- 
panies which they regard as harmful to their members. These criti- 
cisims, when they are constructive, can contribute to the progress of 
the whole industry. Dealer associations can contribute also by stress- 
ing with their members the importance of learning more about mer- 
chandising and servicing and the need for maintaining clean and at- 
tractive outlets. If dealer associations are successful in urging mem- 
bers to raise their operating standards, there will be broader under- 
standing that business attracted by better operations is more perma- 
nent than that attracted by price cutting. 

All these things can be done without impairing the basic competition 
which has characterized the oil industry and which has enabled it to 
keep the public adequately supplied with ever-better products at rea- 
sonable prices. 

I appreciate having had the opportunity of making this statement. 
The only charges against Socony Mobil at this hearing were made by 
two people in no way connected with our company. 

We have in a separate statement detailed these accusations and our 
replies. I shall be glad to read it if you wish, or you may have it for 
your records. 

Mr. Roosrvetr. Mr. Willetts, would you read it at this time. 

Mr. Witetts. I would be glad to. 

We have reviewed the testimony of Messrs. Brady and Roy. In what 
follows, we have commented only on the portions of their testimony 
which name our company. 

1. Mr. Brady testified in effect that major companies exerted unfair 
pressure on their retail dealers through the companies’ salesmen in the 
following two ways: 

(a) To force branded stations to reduce prices to a point nearer 
those of unbranded stations selling gasoline purchased as distress cargo 
from major oil companies when these major suppliers are unable to 
find storage and wish to avoid demurrage on tankers. 

(5) To force circus-size signs reflecting lower dealer margins on re- 
tail dealers and to compel such dealers to display these signs. (See 
pp. 309-311 of the record.) 

Socony Mobil salesmen do not attempt to control the price at which 
Mobilgas dealers sell their products. Nor do we sell gasoline as dis- 
tress cargo. 

Socony Mobil does not pee its dealers in Rhode Island with any 
circus-type signs denoting selling prices. Neither do we compel our 
dealers to put up price signs of their own making. 

2. Mr. Roy testified to the effect that Socony Mobil forced a cut in 
dealer margin through the medium of a company-operated station 
on State Street in Springfield, Mass.; that he “called” Karl Madsen 
(spelled “Mattson” in testimony) about this matter; and that Mr. 
Madsen said dealers “are making too much money” and “we are goin 
to cut you down to 4 cents a gallon * * *.” (See p. 794 of the avery 

Socony Mobil has a company-operated station on State Street in 
Springfield, for the purpose of dealer training and experimental mer- 
chandising. It is the only such station we have in western Massachus- 
setts, and it receives no preferential pricing. It is charged the same 
wholesale tank-wagon price as other Mobilgas dealers in its area. At 
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no time is the retail price at this station used to set the price postings 
of our dealers or competitors’ dealers. or ; 

Mr. Madsen, our district manager in Springfield, specifically denies 
the statements attributed to him by Mr. Roy. 

3. Mr. Roy testified to the effect that in Springfield there is price dis- 
crimination by suppliers and that this discrimination causes price 
wars. (See pp. 796-797 of the record.) 

As far as Socony Mobil is concerned, we have not at any time en- 
gaged in price discrimination, as alleged by Mr. Roy. In our principal 
statement to the committee, we explained our policy with respect to 
granting reductions in price war areas. That policy has governed our 
operations in the Springfield area. 

4. Mr. Roy testified to the effect that Socony Mobil had claimed 
it had to sell “a little bit cheaper” to a station at State Street in 
Springfield to meet competition in Connecticut. Apparently in ref- 
erence to the same station, Mr. Roy estimated that a good gallonage 
would be 25,000 per month, but that its gallonage ran to 160,000 or 
180,000 per month. He claimed this station undersold others by 2 or 
3 cents per gallon. (See pp. 797-798 of the record.) 

We have three Mobil gas stations on State Street in Springfield, 
Mass. We have not granted concessions to any of these stations based 
on competition in the Connecticut area. No one of these stations has 
attained a monthly average gallonage as much as one-fifth of the 
amount charged by Mr. Roy. We have granted the same concessions 
to each of the three stations in accordance with the price policy out- 
lined in our principal statement. As we said in commenting on Mr. 

. Brady’s testimony, we do not attempt to control the price at which 
Mobilgas dealers sell their products. 

5. Mr. Roy stated that there are wholesalers and distributors in his 
area who have stations which are in direct competition with other 
retail dealers. He alleges that these stations undersell others. Mr. 
Roy appears to allege some understanding between Socony Mobil 
and Kervine Gas & Oil Co. under which Kervine’s dealers will under- 
sell the retail market as directed by Socony Mobil. (See pp. 798-799 
of the record.) 

There is no such understanding. Kervine Gas & Oil Co. has been a 
distributor of our petroleum products since 1919. Socony Mobil also 
distributes gasoline to retail dealers in the same area. Socony Mobil 
has no control, directly or indirectly, over the prices Kervine charges 
its own dealers or the prices those dealers charge in turn to consumers. 

6. Mr. Roy testified to the effect that the majority of the Socony 
Mobil dealers are required to sell Socony Mobil TBA. (See p. 800 
of the record.) 

This is untrue. No Socony Mobil dealer, whether lessee or non- 
lessee, is required to buy any TBA from us. Our dealers have the 
right to purchase their TBA products from any source they want to 
buy from, and they do. 

Mr. Roosrvett. Thank you very much, Mr. Willetts, for a very full 
statement. And I think it is a very effective statement, because it 
doesn’t try to assume that there aren’t any problems in the field. 

The committee will receive it as an exhibit—the dealer relations 
policy—and it will be included in the printed record, as you requested. 
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Mr. Witterts. We would like it. Thank you. 
(The dealer relations policy is as follows:) 


DEALER RELATIONS POLICY 


To Att Mosricas DEALERS: The company has chosen to market the major por- 
tion of its automotive products through retail dealers including those served by 
our distributors and thus the success of its automotive sales efforts depends 
largely on the success achieved by you, the Mobilgas dealer. 

We believe you should know the company’s basic beliefs about working with 
Mobilgas dealers. Fundamental to this entire statement is the recognition that 


any sound business relationship must be based on fair dealing, mutual under- 
standing and respect. 


DEALER RELATIONS POLICY 


1. We seek to attract dealers who have an aptitude for retailing, a desire to 
own their own businesses, an interest in their communities and a reputation 
for reliability and integrity. 

2. In those cases where we lease property to dealers, we offer leases for terms 
as long as 3 years to those dealers who conduct their businesses in a responsible 
fashion, who have demonstrated over a period of time that they will maintain 
or enhance the value of the property and who are financially sound. 

3. Our goal is for each Mobilgas dealer to be so located that the market 
from which he can naturally draw trade is large enough to give the dealer the 
opportunity to own a profitable retail business. 

4. To compete successfully, the Mobilgas dealer must have up-to-date infor- 
mation on service-station selling, management, merchandising, automotive devel- 
opments and operation methods. We continually train our sales representatives 
to give, when desired by the dealer, counsel and advice of all phases of running 
a service station. To assure that this material and information will be practical, 
We base it on extensive research and testing. 

5. It has been the longstanding policy of the company to offer Mobilgas deal- 
ers national-brand products which can always be depended on to do the job for | 
which they are intended and which are preferably better than, but at least the 
equal of similar products marketed by our competitors. To support dealers in 
the sale of these products, we conduct a strong nationwide advertising program 
and make available effective point-of-sale material. 

6. In many areas we market our products through a wholesale distributor. 
We make available to our distributors and encourage them to make available 
to their retail dealers the same programs which the company has for dealers it 
supplies and contacts directly. 

7. For the good of all Mobilgas dealers, we point, out to each dealer the mar- 
keting advantages which will accrue to him if he gives all customers prompt and 
courteous service. Equally important for the same reason, we urge each dealer 
to maintain his station properly, keeping it neat and clean, particularly the 
restrooms. 

8. To help Mobilgas dealers increase their sales and profits, we extend credit 
to thousands of Mobilgas users through our national-credit-card facilities. 

9. In any period of tight supply, our dealers will receive a fair share of our 
total supplies. 

10. We recognize that every Mobilgas dealer is an independent businessman, 
free to buy and sell our products or others and free to operate his business as 
he deems best, subject only to applicable laws and to the conditions of written 
contracts with us. 

11. Prices in the oil industry are determined by competition. We believe our 
dealers, as independent businessmen in a competitive industry, realize that they 
cannot be guaranteed a net profit; that their net profit depends on operating 
efficiency, sales policies, service to the public, and managerial ability to keep 
expenses within the gross profit which competitive costs and selling prices per- 
mit. Westand firmly against price fixing from any source, Government or busi- 
ness, because price fixing is contrary to the competitive system which has given 
the United States the highest standard of living the world has ever known. 


Mr. Rooseverr. Mr. Willetts, I have just a few questions. First, 
the committee has had previous testimony from one of the oil- 





DISTRIBUTION PROBLEMS 671 


company representatives that their dealer-owned stations were as 
profitable or perhaps more profitable than their independent-dealer 
stations. Could you give for the benefit of the committee the back- 
ground as to why you believe that independently owned stations are 
pe and why they have been built up as the means for distri- 
yution generally throughout the industry. 

Mr. WILLerts. Well, probably the experience—I can’t talk for the 
rest of the industry, but probably the experience of our company 
is typical. We as a company did operate a lot of stations known as 
salary stations. That was a great many years ago. We feel that 
we are getting more effective operation from our dealers. We feel 
about the dealer operation the same as we do about the methods of run- 
ning our own business, part of it which is salaried. We believe greatly 
in the principle of decentralization, and that the decision is to be 
made nearer the level at which the business is actually done. We think 
that the dealer operation, using the man who is in the area, who has 
a great knowledge of the area, has friendships established in the 
area, we think that over the long range he is going to do business 
in a more effective way, really, than we could. We feel, too, that in 
the dealer operation the dealer can do for himself those little things, 
some of them, that may involve pricing, little techniques of selling 
peculiar to an individual that helps him do a better business than 
maybe we could do ourselves. To run a business as big as ours— 
and it isn’t the biggest in the world—on a salary basis would involve 
us in a multitude of details and decisions, it would involve us in a 
multitude of accounting problems in the way of audit. We feel very 
strongly that this method that we are employing of distributing our 
goods, both dealers and distributors, is the best way for us. We feel 
that very strongly. We see no reason at this time to make any changes. 

We operate very few stations on a salary basis. The only ones 
where we do it, we have some specific reason, and usually it is a 
training reason. We intend to build a limited number of training 
stations that we don’t have, and that will, as far as we can see it, 
with the number we have—we believe that the method we employ 
today through individual-dealer operation in his locality is the best 
for us long range, it is best for us from a business standpoint, we 
think it is best for us socially, we believe we get better acceptance 
in the area of that dealer because of his knowledge of the area, his 
knowledge of the people in the area, that maybe we couldn’t do quite 
as effectively from the dealer’s standpoint. 

We are in business too to make money; we don’t mind admitting 
it. We think we make a little more than we could operating these 
stations on a salary basis. 

I don’t know whether that answers your question. 

Mr. Roosrvert. Yes, sir. 

You haven’t mentioned in your testimony the so-called commis- 
sion type of station. Do I assume from that that your company does 
not have any commission-type stations ? 

Mr. Wuuerts. Yes, sir; you are assuming correctly; we do not 
have—we may have one—but as a method of doing our job we are 
not employing that method. We have studied it, we think we have 
studied it carefully. We have come to the conclusion that we will 
do the job of trying to sell our products better through the inde- 
pendent businessman than we will through a commissionman. 
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So at this moment we have no idea of employing a commission 
operation anywhere in our whole setup. 

Mr. Roosrverr. Next I think in your testimony you indicated that 
there were certain difficulties in regard to turnover resulting from the 
problems of the individual and his ability to handle his own business. 
At the same time you have these training stations, as you call them, 
for the purpose of providing, I assume, properly trained personnel to 
handle your dealer stations. Why is it in the industry that such a 
small percentage of the people who actually end up with dealerships 
are actually graduates of the so-called training stations? In other 
words, wouldn’t it be better all the way around, both from your point 
of view and the point of view of the human being involved, if a dealer 
was required to be a graduate of one of your training stations, or a 
training program ? 

Mr. Wuerts. Well, that might be considered ideal. But there 
are in this gasoline business a great many men who can do a very 
adequate job, they are fine dealers—some of them may be in somebody 
else’s stations, some of them may be in the automobile business or an 
allied business—I don’t know that salesmen are born, but they seem 
to have greater aptitude toward selling, they require less training 
than others. In the main, however, we think this whole training situa- 
tion would be helped tremendously if we had the proper training sta- 
tions and if the dealers will take advantage of these training stations 
to improve themselves in the technique of selling these products. We 
have a lot of people in our stations who are graduates of these schools, 
so-called. We are building more of these stations to try and make 
this training available to more of our dealers. And we hope the 
dealers and their helpers will take greater advantage of it. 

We likewise use the same training stations for others that we run 
at some of our offices to help our salesmen improve their techniques 
and gain greater knowledge of these products. We use these stations 
to keep our dealers refreshed, because in our business there are great 
changes happening, particularly with the automobile. A dealer today 
who isn’t up to date on some of the new things that have come into 
this picture—I am thinking in terms of power steering, automatic 
transmission, even the handling of the new tire with no tube, the tube- 
less tire, if he wasn’t up to date abeut that he would be in trouble. He 
would be about as out of date as the physician who graduated around 
1908 would be today. 

Mr. Roosrvett. Would you accept or give a commission to a man 
if he hadn’t passed some kind of a test which would indicate he couldn’t 
properly service a station ? 

Mr. Witetts. We have done it; we may have to do it again in the 
future. We personally like to see him have some orientation training 
to give him some idea maybe better than what he has, if he is inex- 
yerienced, we would much = to see it done that way. But we 

ave done it, and more than likely we will do it in the future. 

I think you have got to view the whole turnover of the situation in 
the light of the history of this business as affected by some of the 
incidents nationally. 

We have had a tremendous closing down of retail business in the 
United States since we went to war. We have had a lot of dealers 
apprehensive—when the Korean situation came up we got into price 
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control, and we speeded up the number of men being taken into the 
armed services again, and some of them had been in the service before 
there was some concern as to how steady this thing may be as a position 
in which they are going to make money for themselves and their 
families. 

Mr. Roosrveitr. The committee has had a good deal of testimony— 
and it came also from those brought before the committee by the com- 
panies themselves—that there was a serious financial problem for a 
man who fell below a certain gallonage on a monthly basis. And it 
seems to me that your testimony has given additional emphasis to the 
inability of someone to make an economic living unless he has the 
expert foundation to be a good salesman and to know his industry 
thoroughly and thereby get the gallonage to enable him to break even. 
And most of our complaints, as they have been broken down before 
this committee, have come from people who fell below 15,000 gallons 
per month. And it would seem to me that would be the area of the 
problem and the place where the companies themselves should con- 
centrate on finding the solution, because the people who are getting 
hurt are not the people who have, let’s say, 25,000 gallons a month, they 
are the people in the lower level. And perhaps part of the answer 
is in not taking on people who ean’t, No. 1, make enough money, be- 
cause of the price differential, and because they don’t have the back- 
ground and the natural ability to be able to do a job. 

Mr. Witerrs. I think that is one of the answers, adequate prepara- 
tion of the man to do the job. 

But we have probably given you the wrong impression by our state- 
ment, because we believe that a dealer can make money—maybe he 
can’t make as much money in a 15,000-gallon station as he can in a 
25,000, but maybe he can make just as much, although generally I 
think he can’t make as much. 

If that is the case, then we in the company are making a very seri- 
ous mistake, because we are leasing a number of stations right now 
that we think will be in the 27,000 to 200,000 gallonage range— 
I am talking about annual gallonage—we are leasing them out. We 
believe that the service station today isn’t just a gasoline outlet. We 
believe that a good part of its revenue is going to come from allied 
products and services. In fact, in the work we are doing with the 
dealers in training we are talking to them of the opportunity they 
have for a greater balance in their sales effort. 

Every time a man comes in to buy gasoline it is pretty handy to 
sell him something else. We are trying to teach our dealer something 
about the technique of getting the hood open and watching the tires 
and the battery, and some other items that he can sell and on which 
he can make money. ; 

So I believe there is still money to be made, even in the station you 
mentioned—in fact, they are going to be the majority of stations in 
the United States from a gallonage standpoint, they are not all twenty- 
five and fifty thousand gallon a month stations, and I doubt if they 
will be. 

Mr. Roosrvett. Mr. Willetts, I can see the advantage of having a 
large number of these small-gallonage stations spread around in help- 
ing you sell your products, but whether it will create a situation where 
the small-business man is unable to satisfactorily stay in business is 
a problem which I think is naturally going to be of concern to the 
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committee. And we would like to feel, I think, that the companies 
understood that this is the main area of the problem. 

I am very much interested in your statement on page 3 where you say 
you offer leases for terms as long as 3 years. At what point do you 
begin to feel that a dealer is eligible for such consideration ? 

Mr. Wierrs. Well, I can’t give you a categoric answer to that. 
It varies. We would like to think that a dealer had a certain amount 
of experience so that we could afford to take on this commitment, so 
that we would be willing to give it to him. Some dealers are ready 
sooner than others. Some dealers have had considerable experience 
already in this business, some of them are ours, some have come from 
other places, maybe from somebody else’s station over to our own. 
We don’t believe that it takes a long period of time for a dealer; if a 
dealer has indicated his ability to operate a station over a number of 
years I am sure that we would be willing to give him a lease over 
a period of 3 years. 

Mr. Roosevert. Would you say that the average dealer had an 
investment of somewhere around three to five thousand dollars in 
the initial starting of dealership? 

Mr. Witerrts. I don’t know how to fully answer your question, 
and I am not trying to duck it. I think he either has an initial 
investment himself for a commitment on the basis of something he has 
borrowed in that neighborhood. 

Mr. Roosrvetr. That is an obligation of his? 

Mr. Wittertrs. Yes. 

Mr. Roosevetr. Then would you feel that there is some question 
as to the propriety of anybody making that investment with only 
the assurance of a 1-year lease? 

Mr. Witerts. Well, I think there is. We have generally used a 
1-year lease in the industry, but if the dealer is doing a job we just 
go on and automatically renew it year after year, that has been our 
experience in these years in which we have been interested in this 
phase of the business. 

Mr. Roosevetr. But you will agree that it gives a certain economic 
power or club to the immediate supervisor who has that 1-year lease 
as something that he can talk to the dealer about ? 

Mr. Wuerrs. I am not sure I can agree with you, Mr. Chairman. 
I don’t want to be argumentative. But I really feel very strongly 
that a good dealer has a lot to sell in this business today. A man 
who can do well in this business today has got a lot to sell. And if 
he is dissatisfied with my company or some other because of the short 
term of his lease, or some other reason, I don’t think it is too difficult 
for him to move to some other location and get some other deal from 
another company. 

Mr. Roosrvett. As a matter of fact, the companies have the same 
general type of deal all the way along, don’t they? We have had 
evidence that every company has the same type of deal, so he doesn’t 
have much choice; does he? 

Mr. Wu.rrts. I can’t say for the other companies, but I have heard 
some of them say that they lease for more than a year; in fact, before 
we enunciated this policy we did lease some for more than a year. 

Mr. Roosrveur. What percentage of your stations now have more 
than 1-year leases? 
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Mr. Wuerts. I don’t have the figure, and I don’t know that we 
have kept it. We have a number of them, and we expect under this 
new plan of ours, if this is what the dealer is concerned about—and 
there is some question in my mind whether the dealers are awfully 
concerned about the length of the lease—we are willing to give it to 
them. We will probably have a great number of them before this 
year is up, because we started before this plan was mentioned. 

Mr. Roosevevr. If it is agreeable to my colleagues, I would like 
to ask that we instruct counsel to get for our information the Depart- 
ment of Commerce reports which are referred to by the witness. 

(The reports referred to are contained in Survey of Current Busi- 
ness, issue of January 1954, which is on file with the committee. ) 

Mr. Roosrvett. On page 6, in relation to credit allowed by the indi- 
vidual dealer, isn’t most credit given by the credit-card system where 
it isn’t the dealer’s judgment but, rather the company’s judgment as 
to the soundness of the credit established ? 

Mr. Witerrs. There is considerable credit given by credit cards. 
And although I haven’t the statistics to answer you positively, there 
is a great deal of credit given the individual dealer. 

Mr. Roosrvett. In the form of local customers? 

Mr. Witterrs. Local customers. I have credit out to my own 
dealers, I have a courtesy card in my pocket, but I have a dealer with 
whom I deal in my hometown, and quite often I drop in there and don’t 
have any cash with me and he will give me credit. He knows I am 
good for it. 

Mr. Roosrvetr. I am very interested in the statement you made on 
top of page 11 and through page 11 where you say that: 

I am confident that the current situation will continue to improve as those both 


at wholesale and retail levels who start price wars realize that their competitors 
are going to meet their price cuts and any gallonage gains they might make will 


be short lived. 
Who on the wholesale level starts a price war ? 

Mr. Wuerrs. Well, it might be a great many people. 

Mr. Rooseve.t. I would like to know who? Who did you have in 
mind? 

Mr. Wittetts. I suppose we have got to go back to an individual 
situation to find out who we have in mind. You can take almost any- 
one—and somebody starts a price war—quite often it is started by a 
dealer, and quite often some company protects its dealer so that he can 
sell against that dealer without going broke, and that starts a spiral 
of situations in connection with protecting dealers which generally 
result in the reduction of tank-oil prices. 

Mr. Roosevett. Mr. Willetts, that is exactly what the witnesses have 
been complaining about, that at the wholesale level the companies, for 
whatever the reason may be, have started these price wars. And this 
is the first time that anybody has ever admitted that they did start one. 

Mr. Witzerts. I think we also ought to take into account that if they 
have started a price war—and there are a great many reasons for 
price wars—they have done it in the interest of protecting a dealer. 
Many of them come about through trying to meet prices of some big 
independent reseller, who is really more than a reseller, he has some 
facility for buying wholesale... He doesn’t buy it as a dealer does from 
us, he buys it in wholesale quantities and sells it through service sta- 
tions. There are a great many reasons for price wars. We reduce 
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tank-wagon prices at times, we figure our price structure, something 
is offered in it, we can sell the gasoline for less—I don’t know that it is 
a price war, we don’t think of it as such, but we doit. That would be 
some item of our structure which is altered on the basis on which we 
figure a subjective price or an objective price. And maybe we don’t 
give it to everybody over an area, but we don’t think that is a price war. 

Mr. Roosreveir. Who sets those areas? 

Mr. Wuuerts. A great many people do. Sometimes we only set a 
price that we think we should get for a product in the area. 

Mr. Roosrvett. Who sets it For you in your area? Who is the re- 
sponsible official in your company that will set a given area so that 
one dealer will get the discount and another won’t? 

Mr. Witerts. I don’t know that one gets it and the other doesn’t. 

Mr. Roosrvett. I think in your testimony you say that you draw 
areas. 

Mr. Wuuetts. I think I see what you mean. We generally do it 
through the district manager in charge of the area. We have a 
great number of districts. Our area is divided for management 
purposes into smaller areas. The district is our small selling unit, 
and that district manager is charged with that. He very often, when 
he does set a price, talks to the manager at the higher level. 

Mr. Roosrvert. And he has the decision to enlarge it or contract it 
according to the economic situation that he faces in his area? 

Mr. Witetts. That is correct, sir. 

Mr. Roosrvetr. One last question, sir. In regard to TBA items, 
you stressed quite a good deal of the independence of the dealer. We 
1ave had previous testimony from one of the companies in relation 
to their income from the sale of TBA items, and I don’t remember 
the exact percentage, but it was a relatively smaller percentage of 
the total income that the oil company received from the distribution 
of its petroleum products. 

However, many of the complaints centered around the control, or 
the insistence, the claim that they had to sell a particular type of 
TBA product which was being sponsored by the company. Would 
you for the information of the committee tell us why, if you feel it is 
important, that it is important for the company to go into the TBA 
field and to stay in the TB field in making distribution of those 
products? 

Mr. Wiuterrts. I think I can give you our reason for it. It started 
some time ago. I believe it originated with the demand on the part 
of the consumer to buy his products, most of his products—and this 
is not all oil products, but a great many of them—at a given point 
where he buys his gasoline. 

We figured that that would be a rather natural distribution point 
for this type of product. So we went out and we made arrangements 
to have made for us on our specifications certain items, and certain 
other items we bought and sold under the manufacturers’ brands. 
But those that we bought on specification, we put our own Mobil 
brand on. 

We buy those products, we warehouse them, we sell them, we de- 
liver them, we account for them, we take any profit or loss we can 
make on them; if it is a loss, that is ours; if it is a profit, it is ours. 

We think that we perform an important function in handling this 
type of merchandise with the dealer. 
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Mr. Roosrveir. Therefore, your primary reason is to help the con- 
sumer. If that is so, would you also agree that not all consumers 
are particularly tied to one TBA product? 

Mr. Wiutetts. That is quite true. 

Mr. Rooseverr. Then if that is true, would you say that it was the 
positive policy of your company to allow your dealers to have equal 
freedom in the display of any TBA product ? 

Mr. Witerts. Yes, sir. 

He can buy his TBA from us or from somebody else, and he can 
sell it and display it. 

Mr. Roosrvetr. And he can display it with equal 

Mr. Wuerrs. I can say to you that we are going to try to sell him, 
because that is why we have a sales force. But he can buy other TBA 
products, and he actually does. 

Mr. Roosevert. And he is allowed, as part of company policy, to 
openly display, and to inform his customers that he carries, all lines 
of TBA equipment? 

Mr. Witterrs. Well, I don’t know whether he would say he carries 
all lines; that would be quite an uneconomic thing for a dealer to do, 
I should think. But he carries lines other than ours, yes. 

Mr. Roosrverr. He is allowed to carry them ! 

Mr. Wittetts. Yes. 

In fact, we have written right into this dealer relations policy a 
statement that has gone to all of our dealers in writing. And for the 


purpose of emphasis, may [ just read it again. It is item 10 in our 
statement : 


We recognize that every Mobilgas dealer is an independent businessman, free 
to buy and sell our products or others, and free to operate his business as he 
deems best, subject only to applicable laws and to the conditions of written con- 
tracts with us. 

Mr. Roosevetr. Let me ask you this question, then. 

That is made clear to the dealer, and yet there are complaints from 
the dealers that the salesmen or the person in charge of the supervi- 
sion of his station does not live up to that definite promise made to 
him, and that the threat is given to him. 

Now, have you got equally in writing instructions to your super- 
visors that that part of the contract shall be enforced ¢ 

Mr. Witerts. Yes, sir. 

As I pointed out in our original statement, we do hold meetings 
with our managers and our sales people. 

Mr. Roosrveit. Have you a written instruction that this committee 
could see in the form of a sales manual or anything else which in- 
structs that sales force of the right of this independent businessman 
to have absolutely free control over his TBA products? 

Mr. Witxerts. You say in writing. We have just been through a 
series of meetings in the central part of this country where we have 
been talking with our dealers—may I ask a question of one of my 
associates ? 

Mr. Roosrvett. Yes, sir. 

Mr. Wuetrs. John, do you have any written policy on this? 

This is Mr. John Scott, who is one of the counsel for our company. 

Mr. Scorr. I think the closest that we have come to it was an 
expression on the part of the general counsel of the company that 
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was circulated around the field offices of our company in 1948. I don’t 
recall the precise words on it, but a good deal of the discussion in that 
was along the line of the independence of the dealer and his right to 
purchase the products where he wished to. 

We followed that, however, by making field trips to each of the dis- 
trict offices throughout the country where meetings were held with 
the salesmen. The feeling was, you needed more than just having a 
statement of policy, you had to follow through and have an actual 
discussion with the dealer so that they would get a full understanding 
that that which top management wanted was being reflected on down 
to their level. 

We have had more than one series of meetings on the part of our 
company and our salespeople throughout the country. And, of 
course, we are following it with this specific statement in writing on 
this dealer policy. 

Mr. Roosrverr. But that is a statement made to the dealer. 

Mr. Scorr. This statement was circulated—the key elements of this 
statement were circulated through our entire company about, oh, I 
think it was pretty close to a year ago, at the time that we started 
considering the dealer-relations program itself. 

Mr. Roosevetr. And do you feel that your sales force is fairly in- 
doctrinated in the rights of the dealer ? 

Mr. Scorr. Absolutely. 

And not only that, I can assure you that it is our policy not to do 
it on a one-time performance; we expect to do it as often as we can, 
and keep doing it. 

Mr. Roosevett. I don’t mean to be unfair about it or overstress it, 
but I would say to you very frankly that where you make a promise 
to the dealer in writing and you can point to similar written instruc- 
tions to your salesmen who are in charge of your dealers, that would 
be very effective, but I would feel that the verbal part of it wasn’t 
strong enough, under the circumstances. 

Mr. Wuterts. Well, I believe we should say this: that in putting 
this into effect, this has been discussed with our district and field peo- 
ple; in fact, that is part of my own experience in the last 2 or 3 months, 
where we had talked with our salesmen and our dealers, and this is 
what we, as a company, intended to do. 

Mr. Roosrevett. Thank you, Mr. Willetts. 

Mr. Steed ? 

Mr. Sreep. Mr. Willetts, you have testified about some experience 
your company has had in price-war areas. Do you know of any in- 
stance where your company has been the first to make a reduction that 
led to a price war? 

Mr. Wuterts. No,I donot. Weare a follower. 

Mr. Streep. We have had testimony which said that one of the ways 
these price wars started was that a salesman would find a dealer that 
he could induce orally to reduce his prices which, in turn, was fol- 
lowed by the company making good on oral promises of the sales-. 
man to cut the tank-wagon price to him. 

Would you agree that under the sales operations of the average oil 
company that such a situation would happen ? 

Mr. Witxzerts. I suppose it could, but I doubt if it does. I don’t 
think it happens in our company. I don’t know of any instances. 
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Mr. Streep. In connection with this training program you have, I 
assume that that has been under way long enough that you have had 
men who went to your schools and then went out to operate stations? 

Mr. Wuerts. We have had a number of them. 

Mr. Sreep. Have you had any chance to make any study as to the 
success these men have had after they finished this training ‘ 

Mr. Witerrs. Yes. 

We think that those men who have gone through a school, have 
had orientation training, have made better dealers, and that their 
chances of living in the station for a long period of time are better 
than if they didn’t have it. And that is one reason why we continue 
to do it. 

Mr. Strep. Would you say that from what you know about it, that 
the percentage of failure in that group of your dealers is less than 
it is in the alae groups? 

Mr. Wiutetts. I haven’t any specific statistics on that, but I believe 
that is definitely the case. And that is what leads us to believe that 
a great deal can be accomplished by pursuing this particular type of 
thing. 

Mr. Steep. In these different reasons you have itemized as to why 
there is dealer turnover, much of our testimony has indicated that 
another reason existed for dealer turnover, which I would say gen- 
erally would come under the heading of a clash of personalities 
between salesmen and dealers. We have had testimony where some 
dealers felt that they had lost their leases because they had incurred 
the ill will of a salesman for a company; in other words, that they 
had been made the victim of an individual's spite, brought on by a 
clash of personalities. 

You have discussed the system that you operate under as to your 
sales organization. Of course, when you are dealing with a lot of 
employees, would you agree that it is possible that you might have 
a man in your employ who is that type of person, and that could 
be an additional contributing factor to perhaps some of the turnover ? 

Mr. Wutetts. I would believe that some employee at some time 
might make some mistake outside of our policy; being human, I 
would think that would happen. But I don’t think it is a major 
factor in this turnover, sir. 

Mr. Sreep. Would you contend that in a case of that sort where 
the trouble was personal rather than otherwise, that the dealer would 
have ample opportunity to appeal to the higher authorities, so that 
his trouble would be brought to your attention finally ? 

Mr. Witterts. Yes, sir; he would. 

Mr. Streep. Regardless of the percent of the turnover that you 
discuss here in your statement, apparently you feel that whatever 
the percent is, it is large enough to justify a great deal of concern on 
your part? | 

Mr. Wittetts. I feel that it is large enough to justify a great deal 
of concern on our part, and to urge for the well-being of the industry, 
to be perfectly honest with you. But I don’t think the figure that 
was used is quite accurate, and I have reasons for that belief. 

Mr. Sreep. In your sales policy do you have any arrangements 
with your district or local salesmen, where they are rewarded with 


bonuses or other benefits if they are able to move more than certain 
quotas of your goods? 
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Mr. Wittetts. Well, I won’t say that we have never had it, but 
our sales force is paid on a salary basis—I won’t say that we have 
never had it; we have tried it. I don’t want to quibble with you on 
words, but we don’t like the word “quota” in our business; we don’t 
work on the basis of quotas, we prefer to have them as objectives. 

Mr. Srzep. The reason I asked that question, some of our testimony 
from dealers indicated that a salesman who was bucking for some 
advantage to himself would put pressure on the dealer, trying to 
compel him to take more of some items than he felt like he should 
take, and that that would lead to some of this clash of ill will between 
the salesman and the dealer, and sometimes wound up by the salesman 
recommending that his lease be canceled. 

I can see that where a bonus system existed, that would be a possible 
development that would come out of it. 

Mr. Wittetts. We have always paid our sales force in our company 
on a straight salary basis. We have tried at varying times, and have 
studied the commission method, but we never found one that was 
equitable, that we could use, and so we have never adopted it. We 
have had them on straight salary. 

There may have been times when we had some little contest, but I 
do not think it is a major cause of dealer dissatisfaction. 

Mr. Sreep. You made reference in your testimony to another point 
that is of considerable interest to me; that is the fact that the con- 
struction of new highways and other travel routes for the public has 
the effect of causing, more or less, a shift in driving habits and the 
flow of traffic. 

I am sure that your company finds it necessary also to be constantly 
on the search for new sites for outlets that this continuing physical 
development of the highway system presents to you at all times. 

Mr. Wurterts. That is quite correct, sir. 

I think that a great deal of it, of course, stems right from the fact 
of the major highway. When a new highway goes in, over an old 
route, they just wipe out some of the stations on the old one, but the 
big thing that is happening is the movement of people from the big 
concentrated area toward the suburb because of the construction o 
these new highways. 

We are on the search for more stations to replace some that un- 
doubtedly will be giving up. 

Mr. Sreep. With the consent of my colleagues on this committee, 
I would like to take advantage of your presence here to help me 4 
little on a very kindred and closely related point. It happens that 
I am a member of the Subcommittee on Roads, which is presently 
considering the superhighway ae. 

In the consideration of that bill, assuming that the program is car- 
ried into effect during the next 10 years, that would contemplate the 
construction of some 40,000 miles of superhighways throughout the 
country. 

Building that type of a new highway system, of course, would bring 
about a lot of detelds ment in the field of servicing the traffic on those 
routes which comes home directly to companies like yours. 

In the consideration of this legislation, the matter of limited access 
of this type of road is considered. And in the case of toll roads, we 
find that maybe only one company will have the concession of having 
the service station outlets on that piece of road. . 
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Recommendations are made that limits be placed on these free 
roads, these limited-access superhighways. 

The point I am leading up to is this: If and when we get to that 
point, as the major distributor of petroleum products, what would 
be your thinking as to what would be a fair and equitable approach 
to that; how far should we go into it; how can we do it without dis- 
criminating in favor of one company against another, and that sort 
of thing; and how much of a financial burden is that going to place 
on your companies and others to create the new facilities and to cope 
with this new situation ? 

Mr. Witerrs. You have asked me a number of questions. 

Mr. Streep. I appreciate that. 

Mr. Witetts. I wish I had brought with me a statement that I 
made. This is a pet one with me. I do not make speeches very often, 
but his is one about which I did, at the Pennsylvania Jobbers Associa- 
tion last year. I think it outlines rather fully not only my views but 
my company’s views in this respect. 

Mr. Sreep. I happen to be on the drafting subcommittee that is now 
searching for some language and some ideas and some agreements as 
to what will or will not be in this thing. So I am really serious in 
thinking that you could be helpful to me. 

Mr. Wittetts. We hope that you gentlemen will make sure as these 
limited access roads come in that there is an opportunity for a great 
many people who want to sell gasoline by some means, including deal- 
ers, and not just major companies, that they have an opportunity to 
sell gasoline on some of those roads. 

We, as a company, are opposed to this idea of leasing all of these sta- 
tions on some access or limited access highway to one company. We do 
not think it is fair. We do not think it is right. We think that there 
should be an opportunity for any person who wants to be on that road, 
within some safety limits, to have an opportunity to be on that road and 
to sell his product. 

We think that it should be open to dealers, jobbers, to companies like 
my own; in fact, anybody who wants to be on it. There must be some 
way of doing it through creating another road alongside of the main 
highway in which we could go, and buy a piece of property or lease a 
— of property, where we could drive off the road and we could 

ave a lot of stations in one area, if that is what people wanted. 

I do not think we should build all of these highways and then just 
put a station every 20 miles, because we are creating a monopoly within 
that road for a very limited number of people. 

Mr. Streep. You can see the problem we are faced with. 

Mr. Wiutetts. I certainly can. 

Mr. Sreep. In order to achieve speed and safety on the superhigh- 
way, you limit the access to it. When you do that, you begin to exclude 
the opportunity that usually is on an ordinary road. 

Mr. Wierrs. It seems to me that you can still accomplish this 
purpose by having places along the route. Maybe you could build a 
me road or a section of road, probably not as wide as the main 

ighway, or have it on one side of the main highway, where people 


could buy their property or could lease property and go in there and 
put in stations, and with your permission, I would like to send you a 
copy of this material that I have talked to you about, not because it 
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has my name on it but I think there are some good ideas in it. They 
are not all mine. 

Mr. Sreep. It is very closely allied with what we have been talking 
about here, and being on both subcommittees, you can see my interest, 
naturally, goes in that direction. 

As I take it, you are talking in terms of this sort : That on these limi- 
ited-access superroads that places be set up where servicing facilities 
would be available, and then in between those places no one would be 
permitted to enter into it ? 

Mr. Witterrs. Yes. 

You could have servicing facilities, not only gasoline and lubricating 
oil for the automobile, but you could have servicing facilities for the 
inner man in the form of some restaurants, or something of that sort. 

Mr. Steep. In other words, either you have a situation like that, and 
no one in between, or you would have to work out some allocation sys- 
tem whereby everybody got their fair share of it? 

Mr. Wuerrs. Well, I hope you do not try to get into allocation, 
because I would not want the job myself. I certainly would not 
suggest it to you as a part of any job. It would be an awful tough 
one to follow. 

Mr. Sreep. Having been on this committee and having heard all 
of this testimony about the problems of the gasoline retail business, 
may have overemphasized the importance of it to me, but I have come 
to the conclusion that that may be one of the big stumbling blocks 
that we have to surmount. 

Mr. Witterts. I really believe that it may well be. 

You gentlemen are members of the Small Business Committee. I 
think it should be a concern of yours, if we are going to have all of 
these superhighways, nonaccess highways, and we are going to limit 
exactly the number of stations, that we are going to cut down the 
number of independent businessmen. 

I doubt if that is a good thing. In fact, I am opposed to it. 

I would like everybody that. wants to sell gasoline on that highway 
somewhere to have a chance to sell it. 

Mr. Sreep. I ask your pardon for this interruption, but I could not 
resist the temptation to find out your thinking on that subject. 

Mr. Wiuuetts. May I send you a copy of that talk, and also send 
you a copy of the API policy on this road situation, if you will permit 
me to do so, in case you have not seen it? I think there are some 
ee and thinking in that policy that are rather appropriate 
and good. 

Mr. Streep. We will be down to the drafting level of that bill by 
early next week. 

Mr. Witetts. I willbe home tomorrow and will mail it to you 
tomorrow. 

Mr. Steep. Thank you. 

a Roosevett. Send him two copies so that I can get one for 
myself. 

Mr. Wuxerrs. I will be delighted to do that. 

Mr. Roosrevett. Mr. Sheehan. 

Mr. Sueenan. Mr. Willetts, in your statement, I notice that you 
now state you are giving leases as long as 3 years, Has this been 
a recent innovation with your company 

Mr. Writetts. Yes, Mr. Sheehan. 
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In fact, we have just started on this. As I mentioned previously, 
we have given some leases longer than 1 year prior to this time, 
but this is now a part of a new plan that we are just putting into 
being. 

Mr. Sueenan. In arriving at the 3-year figure, I assume that your 
management kicked around the idea for 4- or 5- or 6-year leases? 

Mr. Wiuuerrs. Yes; we did. We thought of it. We finally ar- 
rived at 3 years. We thought if there was a great deal of this in 
the dealer’s mind that eae ive him some greater sense of feeling 
of security, and that we would like to do it. 

At the same time we put this 3-year provision in our lease we 
also put in another, which we think some people may call peculiar, 
but we do not. We are committed for 3 years to that dealer, if he 
wants to rent that property at the rent we have agreed on between us. 

We put a provision in there that he can cancel on any 60-day notice 
that he wants. That is not ours. That is the dealer’s. We think 
maybe that we do not want to commit him to a commitment beyond 
what he can take. .It may be that we make a mistake. So we put the 
provision in that, that gives him an out at the end of 60 days. 

Mr. SuHeeHan. You are definitely committed for 3 years, and he is 
definitely committed for 60 days? 

Mr. Wiuterts. Yes. 

Mr. SHeenan. Which gives him a decided advantage. 

Mr. Witterts. We think it gives him quite an advantage. 

Mr. SuHeenan. It was brought out in testimony before our commit- 
tee here that in some instances some of the dealers wanted to put 
improvemens in their stations and wanted to go to a bank or to a finance 
agency to get a loan, but the basis of their loan on a payout basis 
would have taken longer than 3 years, it would have taken 5 or 10 
years, and in some cases the dealers could not make satisfactory 
loan arrangements because the bank required a 5- or 10-year lease. 

In the operation of your stations, would you consider a longer 
lease with extenuating circumstances such as that? 

Mr. Witterts. Yes. We have already done it. In fact, in some 
instances we have loaned the dealer the money ourselves. 

In other cases we have a longer lease which he takes to the bank 
and uses it with the bank, so that he can get the money on the loan. 
If he does not pay off, we have got to. 

Mr. SHeenan, In other words, your leases are flexible enough so 
that they can be tailored to suit the individual needs? 

Mr. Wiuterts. They can be tailored to suit the individual case. 
This is the general type of lease we intend to use. 

Mr. SHEEHAN. That seems to be a very fine arrangement. You 
speak in your statement of a dealer relations committee. How do the 

ealers take part in that committee? 

Mr. Witterts. The dealers have not taken part in that particular 
committee. 

Mr. SHeeHan, Why not? 


Mr. Witxerts. Well, we set this up to study this. We had heard a 
lot of talk about dealers being upset about certain things in the in- 
dustry. As management we decided to appoint a group of people as a 
committee. We put on that committee people who came from the 
field who were close to this problem. 
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I said that the dealers do not have anything to do with it. We 
did not put a dealer member on this committee. 

Mr. SHEEHAN. What do you mean by “people from the field”? 

Mr. Wittetts. They are our own people. Most of them were district 
managers. Some were staff people. 

Mr. SuerHan. In the pay of your own organization ? 

Mr. Wiuetts. They are in the pay of our organization. 

Mr. SueeHan. Do you not think that you would have better public 
relations with the dealers if the committee were composed of dealers 
who could sit down with management and discuss their problems 
direct rather than through salaried employees of your organization ? 

Mr. Wuetts. I would not say that it would not be, but we have 
tried in the selection of our committee members to place men on that 
committee whom we know know the problem of the dealer. The 
only way they know it is because they are out there talking with the 
dealer with him on his problems. I would be surprised if many 
of our dealers have not had this discussed with them while it was 
in its informal stage before we adopted it. I would be really surprised 
if we had not, but to answer your questions specifically, this commit- 
tee was made up of members of our Socony salaried organization. 

Mr. SueeHan. I am only expressing a personal observation. It 
would seem to me from a public relations standpoint that if you did 
enlarge it to include a certain number of representative dealers or 
spokesmen for the dealers, you might be doing a much better job 
for your company in the sense that the dealers would feel that they 
had someone they could appeal in an official capacity, rather than in 
at secondhand capacity. 

Mr. Wuetts. I think that isa good recommendation. We will take 
it back. If this committee is going to be a continuing one we will 
take it up with them. Maybe they will want to put some dealer on it. 

Mr. Sueenan. It seems to me from a public relations standpoint 
that would be better. 

Mr. Writers. I am grateful for the observation. 

Mr. Sueenan. From the testimony we have had before the commit- 
tee, dealers have said that they thought they should be heard. They do 
not want to set the policy. They know that they cannot, but if they 
had an official voice, someone to whom they could go, I think that 
they would feel much better about it. 

Mr. Wutertts. Our dealers come to us on any question involving 
their relationship with us at any time and very often they do. [I still 
have some of them whom I have known for a great many years that 
come to me. I am glad to talk with them. I am a little distantly 
removed from some of these intimate operating problems at the 
minute, but I am perfectly happy to sit down with a dealer and to 
be as helpful as I can with him. I think that is true of other people 
in our company. He has access to us, if he wants it. 

Mr. Sueenan. In another part of your statement you talk about 
the turnover rate. You say that you seriously doubt the accuracy 
of the figure of 3314 percent. I, too, feel exactly the same way you 
do, and all of the committee members here, when we questioned people 
to try to get accurate figures, found that we just could not arrive at 
any statistics which would prove anything. 

We do know there is a big turnover, but as you pointed out, there 
could be many reasons for it. 
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I think that with the permission of the chairman and Mr. Steed, 
you might be very helpful to us if your company would undertake— 
and I have to ask the chairman’s permission on this—the following 
survey : 

I ae wondering if your company would undertake to make a survey 
of the reasons some of your dealers went out of business in a given 
period; for instance, from January through April of this year. This 
could be done by either getting a statement from the dealer or from 
the salesman in his territory. In that way we would have a statistical 
study of these reasons in our record. 

Mr. Wittetts. There area lot of reasons. 

Mr. SHEEHAN. It might entail a little investment on your part, but 
not too much, because you certainly could not have too many turn- 
overs in the 4-month period, and yet it would give us a more ac- 
curate picture than we ae had up to this date. 

What do you think of that, Mr. Chairman ? 

Mr. Roosevert. I think that is a good idea. I would not want Mr. 
Willetts to feel that if for internal reasons within his company that 
was not possible, that there was any insistence on our part. 

Mr. Witxerts. Let me talk it over with our people and see what we 
can do with it. 

Mr. Roosrvett. There is an alternate suggestion. If we could be 
supplied with the names of the people who have been in this turnover, 
it 1s possible that the committee could conduct its own survey of the 
reasons with those people.. That is an alternate suggestion. Pikaee 
you would like to think them both over. 

Mr. Witerts. I will be glad to do that. 

Mr. SuHeenan. In another part of your statement you refer to the 
fact that the minimum gasoline a dealer has to take from you accord- 
ing to the contract is 50 percent of his estimated output—is that it? 

Mr. Witetts. Through-put I think it is. 

Mr. SuHeeHan. All right, through-put. Whereas, in your contract, 
as far as I have been able to read it, there is nothing which states that 
he had to or did not have to take that particular percentage. 

Mr. WiteTts. I have a copy of the contract somewhere here. May 
I just find it? 

Mr. SHEEHAN. I may have overlooked it. You do show that he 
has to take the minimum delivery of 60 percent of his storage ca- 
pacity, 

Mr. Wuuetts. I think I can explain that to you. 

Mr. SHEEHAN. Here is a copy of your contract. 

Mr. Witerts. Thank you. We say here: “Minimum amount per 
month,’ and we write in, based on the estimate we make of his 
through-put, which is agreed upon between the salesman and the 
dealer, who feel that is about what it is going to be—and we write 
that in. If it is 100,000 gallons minimum amount, it will be 50,000 
lem broken up on a monthly basis. That is part of our policy 
of selling. 

We write in for other products the same thing, with the exception 
of these specialties, tires, batteries, automotive accessories, where we 
say there is no minimum. He has to contract himself for it. 

We write this in, in this blank space. That is why it is blank. 

Mr. Surenan. That is why I am questioning this point. The 
printed form of your contract clearly states that there is no minimum 
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required on tires, batteries and accessories. However, there is a blank 
space in which the minimum requirement on gasoline is later in- 
serted. The fact that this portion of the contract is left blank leads 
me to wonder if you have different agreements with different stations. 

Mr. Wuerrts. No, this is the agreement that we use with our 
dealers. 

Mr. SHEreHAN. But you write in the final terms of it. 

Mr. Wituetrs. We do write in the final terms. We write in what we 
estimate it to be in terms of 50 percent of it. 

Mr. Roosevett. But, Mr. Willetts, you did say that other parts of 
the contract are tailored to meet the situation. I think what Mr. 
Sheehan is pointing out is that if other parts are tailored, how do we 
know this one is not tailored. 

Mr. Wituerrs. There is some reason. After all, we want some con- 
tinuity of supply. We want some idea of how much gasoline we are 
supposed to deliver to a man. 

Mr. Sueenan. I quite agree with that. I know that you want it. 
I certainly would be the last one in the world to say that you should 
not have it. 

However, the thought occurs to me that there may be variations on 
that 50 percent when other things are printed in the form and that 
portion is left open. 

I personally would want to know, or I think the committee should 
know, whether it is an exception or the rule that you have all of 
these variations on there. 

Mr. Wiuterrs. We have written in the sales policy under which 
our district managers and our salesmen work a statement which says 
that it shall be more than 50 percent of an estimated quantity. We 
write it in the sales policy. That 1s part of everything we have got. 
It is written in some sort of a policy. That is a definite, rigid part 
of our sales policy. 

Mr. Roosrvertr. A part of a written policy? 

Mr. Witierrs. We write out for our organization so that they know 
how to treat a contract, the things that we will do in selling. We 
work up a policy and write it out for the organization. 

Mr. Roosrverr. But you did tell me that the other part about telling 
the salesman that his dealer relationship right was not a written 
policy—that is just a verbal policy, but all of the rest of it is written ? 

Mr. Witterrs. Maybe I overspoke in “everything.” Maybe I went 
just a little bit far. I will accept that gladly. 

Mr. Roosevexrt. I do not want to press the point. 

Mr. Witterts. We do try to write out for the clarification of our 
own people our selling policy so that there is not any question about it. 
And they are changed from time to time. 

Mr. Steep. Going back to this contract, maybe you can clear me up 
on something here. On the line for “gasoline” is printed, “60 percent 
of storage capacity.” 

Am I right in assuming that you have that in there because there is 
an economical factor involved as to how often you make a delivery or 
how much it is economical to deliver at a given time ? 

Mr. Wizerts. Yes. 


. ate Streep. So that you can avoid all of these little short order 
auls? 
















DISTRIBUTION PROBLEMS 


Mr. Wuuerts. We like to deliver a quantity at a time because labor 

is very expensive these days and trucks are very expensive. We are 
trying to economize wherever we can. It is an economy factor in 
terms of delivery. 

Mr. Sueenan. Mr. Willetts, I notice at another point in your state- 
ment that you commented on the fact that price wars could be very 
well caused by retailers. I think that we have overlooked that, in this 
committee, because after all there are only a limited number of major 
oil companies and there are 200,000 dealers in the country. And with 
the greater ratio of dealers to the major oil companies you are going to 
have more variation among the dealers as to how to run a business and 
at what price to sell. From my own experience in business in Chicago, 
where we have a limited number of people in the beverage business, 
I know that when you try to bring them together and to get any 
action on a voluntary or agreed basis it is pretty impossible from a 
competitive standpoint. 

It seems to me that you have hit upon a point that our committee 
should also look into more closely, because all competition pricewise 
does not come from the major companies; in fact, under our economic 
system a good retail operator who can sell cheaper than someone else 
ought to sell cheaper. 

Mr. Wuiuerrs. Not only ought to, but he does in many instances. 

The only question I have in connection with your statement is that 
I do not agree with the figure of 200,000. I think there are many 
more dealers in the United. States than that, but I will not quarrel 
about that. I do know that there are a great many of them that set 
their own price, and they move their own price the way they think 
will best suit, to the end of making their own profit. 

Mr. SHEenan. I might say that we all smiled very broadly when 
you mentioned the figure of 200,000, because we ourselves have been 
kicking this figure around without knowing how accurate or in- 
accurate they are. 

Mr. Wuetts. I think you get that out of the Bureau of the Census. 
It is not quite up to date, but it is obvious from the figures in the 
Bureau of the Census that there are over 200,000 what they call pri- 
mary gasoline outlets which I think is a pretty good figure. 

There are around 206,000 or 207,000—I am taking that out of 
memory—if you look into other businesses where gasoline is secondary 
to the other purpose, where you will find by going back there is a 
good figure I think in 1948—that it is pretty close to 200,000 in that 
category. So that there are nearer today 375,000 to 380,000 dealers 
selling gasoline in the United States than there are 200,000. 

Mr. SurenAan. That is why I was so interested in the 4 months’ 
survey from you, because we have just had round figures kicked around 
with no substantiation in practically every phase of it. We ourselves 
are trying to get down to basic facts. 

Mr. Wiuuerts. 1 might state that statistically we are not in very 
good position as an industry, I do not think, on this particular thing, 
but that is another thing where maybe you gentlemen could help the 
Department of Commerce by giving them an extra couple of dollars 
some years, so that they could put out some statistics of a continuing 
basis on this, and not change them too often so that we would under- 
stand one time to another what they were. That would be very helpful 
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to this industry. That is one thing the Government and the Depart- 
ment of Commerce can do for this oil business. 

Mr. Sueenan. Unfortunately, as a Republican, my philosophy has 
been to get the Government out of these businesses. 

Mr. Witterrs. That is not putting them in business. Here is some- 
thing pretty difficult for us to do for ourselves. There is no way for 
me to know how many dealers some other company has in any accurate 
way. 

Mr. Sreep. I think that my colleague here has misunderstood you 
just a little bit. What you are talking for is for the Government to 
furnish to business figures only. 

Mr. Wuterts. That is what I am saying, to furnish them to busi- 
ness. ‘They make a census every once in a while. They do not make 
it because they do not have any money, I understand. I am not sure 
of that even, but I understand that is the reason. 

There is one service that the Government could do for business and 
not be in business. 

Mr. Roosevetr. I am just not going to comment, Mr. Willetts. 
[ Laughter. | 

Mr. Wuerrs. I may say that I agree with you, Mr. Sheehan. I 
do not like the Government in business, either. 

Mr. Roosevett. Mr. Arnold. 

Mr. Arnotp. Mr. Willetts, I think sometimes in listening to the oil 
company representatives I get a terrifying impression, at least to me, 
that the entire oil industry is dependent upon and built around the 
bathroom, the restroom. We have testimony that the oil companies 
are dependent upon the dealer, and the dealer in turn is dependent 
upon having a clean restroom. 

And then some of the companies carry it a step further and say that, 
of course, is one of the reasons we have to have a 1-year lease because 
of the restroom—if it is not clean, then the dealer has to be canceled, 
and that is the purpose. Frankly, it is not that blunt, but at least I 
want to bring it up that way to express my skepticism, at least, as to 
the standards of cleanliness of restrooms, et cetera, that is put forth as 
the reason or as a justification for 1-year leases, 

I am just wondering in your own mind—and you have a different 
policy in many respects from the other companies in respect to leases— 
do you think there is any justification for a 1-year lease upon the basis 
of keeping cleanliness in the filling station ? 

Mr. Witterts. No; we think it cloes not make any difference whether 
there is a 1-year or a 3-year lease. Cleanliness is a very important 
thing in a service station today. I think that is one of the places 
where this industry falls down the very worst. 

People traveling, particularly ladies, want a clean restroom. I do 
not know whether you are a director of a company or you have 175,000 
stockholders, or you have been in business yourself, but we have a lot 
of vocal stockholders. They do not call me on the phone or come to 
see me personally, but they write me, and they really tell us something 
about these restrooms. I know it is the case. 

Mr. Arnoip. Maybe you can have clean restrooms under a 3-year 
lease, as a matter of fact. 

Mr. Witerts. As clean under a 3-year lease as under a 1-year or 
vice versa, but we do believe we should have clean restrooms. 

Mr. Arnoxp. I agree with you on that. 
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Mr. Wiutzerrs One thing peculiar about this business. 
You know you would not want this necktie because it is mine any- 
way, but if you go to buy this necktie and you go to a store over there, 
some haberdashery shop, and the fellow who waits on you gives you 
a bad time, does not treat you courteously, the way you think you 
should be treated, you do not blame the fellow that makes the tie or 
who made the cloth for it. You walk away from that dealer. 

But that is not the case in the oil business. We are peculiar in that 
respect. If we give a person bad service in a restroom, it reflects back 
on the brand and it reflects back on every other dealer trying to sell 
the brand. 

Mr. Roosevetr. I would not want the impression to go out that this 
committee has any criticism on your emphasis on clean restrooms. I 
think we thoroughly agree with you. I frequently travel the high- 
ways. 

i think the question Mr. Arnold wanted to ask, though, was to try 
to find out whether in your opinion it made any difference whether 
a dealer had a 1-year or a 3-year lease, as far as being able to enforce 
that part of your policy. 

Mr. Witerts. [ do not really think so. 


Mr. Rooseveir. They would be cancelable on the same basis; would 
they not? 


Mr. Wutetts. Yes. 

I think the whole thing is that we have in some way to get that 
dealer to give us a little better appearance and more cleanliness. 

Mr. Arnotp. Back to the 1-year lease again—What other purposes 
could be fulfilled in a 1-year lease? In other words, what I am asking 
is why the 1-year lease is necessary. I do not believe it is necessary in 
order to meet the standards of cleanliness in your restrooms. 

Are there any other reasons why a 1-year lease is necessary ? 

Mr. Wituerts. There may be times that we think it is necessary. 
We may think in terms of a dealer not tried yet, who has not had too 
much experience. Maybe we would only be willing to lease it to him 
for 1 year. 

Mr. Arnorp. All right. Then let us take a dealer who has gone to 
one of the cooperative stations. There would be no justification, if he 
graduated, for a 1-year lease with respect to that dealer, would there? 

Mr. Wuterrs. There would be justification until he has had expe- 
rience, in our opinion and judgment. 

After that, as we have mentioned, we would be willing, if he meas- 
ures up and he is a good businessman, to give him a longer term lease. 

Mr. Arnorp. All right. Then are there any other justifications in 
your mind, or any other needs for a 1-year lease, aside from, first, 
standards of cleanliness which applies to all of these stations, not of 
course just to the restroom; No. 2, to be sure that he is going to be a 
good dealer and to be able to do a good job during the temporary 
period—a kind of trial period—are there any other reasons in your 
mind that would justify a 1-year lease? 

Mr. Wuerrts. Well, if we held the property for a shorter period of 
time than 1 year or 3 years or 2 years, there would be that justification. 
We cannot lease something we do not own. 

Mr. Arnotp. I can understand that. 

_Mr. Wittetts. I do not say that there are a great many justifica- 
tions for a 1-year lease, because we have agreed to give 3 years. 
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We think probably there is some justification for a 3-year lease, but 
a 3-year lease will be a 1-year lease after the 2 years are over, and it 
is shorter the day after we write it than the day we write it. 

Mr. Arnoxp. [ wanted to bring that out. I think that is the posi- 
tion as stated in your testimony. 

There is another problem that has come up in the testimony where 
we have had the testimony from retail operators that the salesmen 
of the supply company will tell them specifically : “We cannot legally 
require you to carry the correct TBA items—we cannot legally tell you 
that, because the company has said that we cannot force you to do 
that. However, you are not cooperating. Your restroom is clean. 
You are not doing the right sort of service. Of course, we cannot tell 
vou to carry more of our TBA items, but we are considering your 
lease renewal.” 

That again escapes any direct violation of the law, but indirectly 
that sort of pressure can accomplish the same thing. I think this 
goes back to Mr. Roosevelt’s line of questioning. 

Even if you tell your dealers, and even if you tell your own district 
managers and your local sales managers, of course, by law they are 
now allowed to do this sort of thing, at least we have evidence that 
they are still going to the dealers themselves and inferring rather 
than directly actually, that “If you do not increase your TBA sales 
you are going to be canceled out.” 

Do you have any suggestion as to a possible solution to that type of 
solution ? 

You do not need to consider the degree to which it exists. It exists 
to some degree. 

Mr. Witetts. I do not want to admit to its existence, for the pur- 
pose of the record, and because I do not, believe that it exists to the 
extent that some people do. I want to say that, if you do not mind. 

Mr. Arnotp. Sure. 

Mr. Witetts. No, I have not. 

As I said in my testimony here, as I have indicated to you in this 
written dealer relations policy. we believe that is the approach, and 
we intend to work with our sales force to see that they live up to it. 

We do not want pressure. We prefer to do business on the merit 
of doing business with the salesmen and our dealers. We think that 
is the only way to do business. 

Mr. Roosrvett. I want to ask you a question along the same line. 

Your emphasis, I think very properly, is toward the independence 
of these dealers. 

A dealer who knows that you are his landlord, in effect, and in order 
to sell your product he has to maintain a certain standard all the 
way around the line, is really not very independent because you have 
him, vou own his property, you own his store, and you practically 
own the goods within his store and have certain controls over him, 

Is there any economic necessity for the oil companies to be in, 
shall I call it, the real-estate business? Would it not be possible for 
the financial community to arrange for the financing of people so that 
they could own their own real estate and not be subject to having the 
goods that thev are going to sell, to be acquired from the same people 
who are their landlord ? 
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Mr. Wizerrs. I do not believe, first, that there is the economic 
control over them that you mentioned. I hope you do not mind my 
saying that, but I do not believe it. 

Mr. Roosrvetr. I am just trying to get information. 

Mr. Witerrs. I believe that under the present system where oil 
companies do own real estate, that this industry has done for the 
American motorist, for the stockholders of the companies, and for 
the dealers, a good job. 

I think that if something were done to take away the right of a 
company to do that, that it would be control, and this oil business, and 
I think other business, does its best job when it is free, and wholly 
free, and not partly free. 

I think on top of it that if we were to do that sort of a thing, there 
is no reason for me to believe somebody can do it better than we can, 
to start with. That may sound egotistical. I do not mean it that way. 
I do not mean to be smug about it. 

I think if these stations that we own, and that other companies own, 
were taken away from us, or we could not have them, we would have 
to divest ourselves of them, the likelihood is that they would go into 
relatively large groups, because many of them are extensive. 

I think that the net result of this would be that instead of foster- 
ing, creating small business, we would be more likely to foster and 
create a number of relatively large businesses. I hope that the time 
never comes that we have got to do it. 

I think the industry attitude has been pretty good, myself. We 
have had a lot of complaints from the committee about this industry, 
but we have had a lot of things this industry has done that is good. 

I just do not say that in a smug sense. I really believe that. I have 
been in it quite a while. I really feel that is quite true. 

I would be quite opposed and would recommend strongly against, 
and I am sure my company would, that that step not be taken. It 
does not seem to be the solution. 

Mr. Sreep. Due to the fact that you produce merchandise na- 
tionally, and it is advertised nationally and nationally distributed, in 
competition with other identical items, could a company the size of 
yours be sure that it would have its fair share of the outlets if it was 
not in what. is known as the real-estate business? 

Mr. Witerts. I did not want to put it that way, Mr. Steed, for a 
definite reason. 

I think you have touched on a very important point. I was going to 
leave our side of this out, but from our standpoint we invest a great 
deal of money in the construction of refineries, and we want some 
little assurance of some steadiness to our output. 

A refinery today is obsolete before we have worn it out, really— 
changing techniques in making gasoline, et cetera. We would like 
some little assurance that maybe we are going to be in business and 
would not be subject to every change that comes about, that we could 
run this refinery one day at this level and run it the next day at the 
next. 


We have a lot of people who have been with this company a long 
time. 

_ Mr. Rooseverr. Is that not true of every other kind of business; for 
mstance, a liquor company—they have the same problem, but they 
meet it. What about the manufacturers of food products? They 
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have the same problems, in general. I could go through a whole line 
of products that have exactly the same problems, but in free America 
they do not control it all the way up and down the line. 

Mr. Wuerts. I think there are a great many food products sold 
in the United States by A. & P., First National—and I could go on— 
Safeway—I do not know all of the names of these big food chains, 
but it seems to me there has been quite a trend in that direction. 

Mr. Arnotp. There has. 

Mr. Wittetts. But it seems to me that the change in that direction 
has been very helpful to the ultimate consumer of the food products. 
T think that that is pretty much true with us. I think we have done 
a good economic job for the American consumer. 

Mr. Roosreverr. In the A. & P. case, one of the things that they 
were prosecuted for and found guilty of and made to divest them- 
selves was that; in other words, I think the argument—we are just 
seeking information now—I think you have a very definite point which 
maybe the committee will want to study, but is it not true that other 
industries with similar manufacturing problems have not been able 
to ron, their businesses without the certainty of controlling the final 
outlet ? 

Mr. Witerrs. We do not control the final outlet. 

Mr. Roosrvett. The reason you gave for being in the real-estate 
business, in answer to Mr. Steed’s question, was primarily because 
you wanted to be able to have the certainty of owning that outlet. 

Mr. Wittetts. We wanted some certainty, some minimum, through 
the creation of certain facilities to sell these goods. The mere fact 
that we own it does not indicate that we will get a given quantity 
out of it. We may get half as much as we think we are going to 
get, but we have some certainty of getting rid of our goods, and per- 
mitting us to run these refineries on a steadier scale of keeping our 
people employed. 

We think, too, that under this method of so-called integration in 
the industry it is only partial, so far as we are concerned, that not 
only have we done a job for the consumer but we think we have done 
a very good job for labor in higher wages, in insurance plans, and 
annuity plans, savings plans, so-called fringe benefits that people 
talk about. 

Mr. Roosrvett. This does not come into the dealer end of it. 

Mr. Wuerts. No; I am talking about the benefit to our own 
employees. And they are considerable in number, and they have to 
be considered. 

Mr. Roosrveur. But we are trying to find out what happens to the 
little dealer. 

It seems to me at the end of the integrated line, he is there, and 
somehow or another his problems as presented to the committee, are 
the things that we want to try to help to solve. Maybe part of it 
is not the lease problem. There may be other answers which we will 
certainly explore. 

f course, one of the very definite answers is the control that you 
have all the way through ownership of the real estate, short-term 
lease, through the complete control over his supply and, finally, the 
TBA products. 

Mr. Witerts. The control, in our judgment, Mr. Chairman, is not 
as great as you jndicate. We do a great deal of continuing market 
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research. We are interested in what motivates the consumer to buy 
a given product. And it repeats itself time after time after time. 
And this is made with very large samples of people over this country. 

The importance of the dealer in the sale of that particular item, 
it is extremely strong. It is the single biggest item. 

We have no monopoly on that man’s ability, his personality, his 
every other thing that goes to make aman. And if he does not want 
to do business with us, he can do business with somebody else. 

Mr. Roosrveir. That is the unfortunate trouble; No. 1, I do not 
think the last part of that is true, because he is usually so financially in 
hock that he has to give up altogether. In other words, that is what 
the claim is; or, No. 2, a dealer who has had trouble with you—I think 
you will agree—is probably going to have a hard time getting lined 
up with anybody else. If he is successful, he can go anywhere else and 
get another job, because, as you indicated in your testimony, they are 
competing for him, but if he is not, or has not been able to get along 
with you, nobody wants to pick up a troublemaker ; is that right ? 

Mr. Wiuerts. Well, I do not know. It is difficult for me to define 
a troublemaker. There are some dealers who just naturally are better 
dealers than others, because of their abilities. We are always going 
to have some of those, without any question of doubt, and they are in 
my company, too, and in this industry. We are always going to have 
some better. 

I do not see, the way this question has started, where alteration to 
another system is going to-change it one iota. ‘That is the thing that 
1 cannot see, or that it will better it. And I hope that in the solution, 
whatever it may be, that we do have in mind all of these people em- 
ployed today. I am not selfish enough to just say Socony Mobil 
people. We have a lot of them that are employed in the refineries and 
in transportation and in the marketing end of the business. They 
have got a lot of rights built up in a company like Socony Mobil in 
the way of pensions and vacations and savings plans. 

_ And, in solving one, we do not want to harm the other. I know that 
is your desire. 

Mr. Roosevetr. I am sure that we will all agree with that. 

Mr. Wituetts. We do not want it done, either, so far as we are 
concerned. 


Mr. Roosrvett. Thank you. I think that you have answered my 
question. 

Mr. Arnotp. I was very much interested, Mr. Willetts, in your 
figures on page 11, the first paragraph, concerning the demand and 
consumption of gasoline in 1953 to 1954. I just wanted to ask, first, 
where those figures came from. 

_ Mr. Wuoterts. They are figures that are issued, or the source of them 
is the API, and I believe the Bureau of Mines. They are public 


ae that can be picked up through the Bureau of Mines, or the 


Mr. Arnoip. Thank you. 
One other question: Do you have any figures, or could you supply 
figures of the percentage of your abe ae gasoline that you distributed 
or sold to other than brand stations? 
Mr. Wutetts. Yes. 
_ Weare no great seller of unbranded gasoline. Our business is sell- 
ing brands. I am taking this out of memory, and I am under oath. 
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I believe it is not more than one-half of 1 percent of all of the 
gasoline we sell in these United States of automotive gasoline. 

Mr. Arnotp. 9914 percent goes to the outlets which sell ? 

Mr. Witterts. I am talking of the automotive retail gasoline. We 
do sell some automotive gasoline to the United States Government, 
sometimes, on a bid, but I am not sure whether that is brand or un- 
brand. 

Mr. ArNnoup. Kervine was mentioned in the testimony. The testi- 
mony was that he was a jobber retailer. To your mind, is that just 
an isolated case? Do you have other jobber retailers whom you dis- 
tribute through ? 

Mr. Witterts. Kervine is a jobber. He performs certain functions 
that we also perform. He buys his goods. He delivers it. He gives 
credit. He loans tank and pump equipment. He sells it. He collects 
for it. 

We have thousands of them in the United States. 

Mr. Arnow. Thank you. 

Mr. Roosrvetr. He is in competition ? 

Mr. Wiutetts. He is. 

Mr. SHEEHAN. Except he sells your brand? 

Mr. Witerts. He sells our brand of goods, and he has since 1919. 
And the gentleman who runs it is now 79 years old, and quite active, 
and maybe that would indicate that there is some chance in this oil 
business, even for an old fellow like this. 

Mr. RoosEvELT. We want to thank you very much for a very instruc- 
tive session. We appreciate your generous amount of time, and your 
great patience with the committee. Thank you very much. 


Mr. WiuueTrs. Thank you. It is nice to be here with you. 

Mr. Rooseve.t. The committee will adjourn until 10 o’clock tomor- 
row morning. 

(Whereupon, at 4 p. m., the subcommittee recessed, to reconvene at 
10 a. m., Thursday, May 26, 1955.) 
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THURSDAY, MAY 26, 1955 


House or REPRESENTATIVES, 
SuscomMiTTeE No. 5 oF THE SeLect COMMITTEE 
ro Connucr a Stupy AND INVESTIGATION OF 
THE ProsLeMs or SMALL Busrness, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in the caucus 
room, Old House Office Building, Washington, D. C., Hon. James 
Roosevelt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt (chairman of the subcommit- 
tee), Steed, and Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel, Select Committee on Small Business; George L. Arnold, Irving 
Manness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. ; 

Mr. Roosrveur. Mr. Ross. 

Mr. Ross. ‘Thank you. 

Mr. Roosrverr. Would you raise your right hand, please, sir? I will 
swear you in. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 
Mr. Ross. I do. 

Mr. Roosrvetr. Thank you, sir. 


TESTIMONY OF JAMES W. ROSS, ASSISTANT GENERAL MANAGER, 
SALES DEPARTMENT, STANDARD OIL CO. (INDIANA), ACCOM- 
PANIED BY HAMMOND E. CHAFFETZ, ESQ., COUNSEL 


Mr. Roosrveitr. Mr. Ross, we have a very informal procedure, as 
you probably know. We will try not to interrupt your statement as 
you proceed, However, if there is a major point or something that is 
not clear, the members of the committee would like the privilege of 
stopping you at that point and trying to clear it up as we go along. 

Mr. Ross. As you wish. 

Mr. Rooseverr. Thank you. You may go right ahead. 

_ Mr. Ross. Mr. Chairman and members of the committee, my name 
is James W. Ross. I am assistant general manager of the sales de- 
partment of Standard Oil Co. (Indiana), which has its headquarters 
in Chicago, TIl. 

Standard and its subsidiaries market gasoline in 44 States. The 
parent company markets under the Standard Oil name in only 15 
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midwestern States. By court decisions we have sole rights to that 
name in those 15 States. We are independent of all other Standard Oil 
companies and compete with them vigorously through subsidiaries in 
those areas where they have the right to the Standard Oil name. 

On behalf of my company, may I express appreciation for this 
opportunity to appear before you today. My statement covers our 
policy toward dealers, our services to dealers, dealer turnover, leases, 
TBA, dealer margins, prices and price wars, and other matters. 

I should mention that I do not speak for any of our subsidiaries 
but only for the parent company, Standard Oil Co. (Indiana), with 
which I have had 34 years of experience. 


BACKGROUND OF STANDARD OIL DEALER RELATIONS 


My company was one of the first to establish in 1913, what is now 
known as a service station. We have had long direct experience in 
service station operations. But in 1936, largely as a result of the 
chainstore taxes, my company withdrew from service station opera- 
tions, except for a few training locations. 


STANDARD OIL DEALER STATISTICS 


Our marketing picture today is as follows: 

1. We sell our products to only 82 jobbers. 

2. We operate only 28 retail service stations ourselves, and only to 
provide training in management and operation for dealers. 

3. We sell to 17,122 independent retail dealers in 15 States. This 
figure has decreased by more than 25 percent since the last prewar 
year of 1940. But the average gallonage per account is far more than 
double what it was in 1940. Fewer service stations are selling two 
and a third times more gasoline. 

4. Service stations to which we sell are divided as follows: 3,654, 
or 21 percent, are owned and leased by Standard Oil to independent 
dealers. This, I might add informally, is 23 less than it was in 1941. 
There are 7,185, or 42 percent, privately owned, under lease to Stand- 
ard and leased by Standard to independent dealers; and 6,283, or 37 

ercent, are not under lease but are independently owned and operated 
y the owner. 

5. In 1954, these dealers as a total marketed about 61 percent of all 
the gasoline sold by my company. Gasoline is, of course, our most im- 
portant product. 

Mr. Arnowp. Could I interrupt just a moment ? 

Would the remaining of the 100 percent be gasoline sold to jobbers? 
Or what method would be employed? 

Mr. Ross. To consumers, largely. 

Mr. Arnotp. Commercial consumers? 

Mr. Ross. Commercial consumers, and farm trade, which is a very 
large market for us in our territory. That represents the largest 
segment of the remainder. 

Our own success quite literally depends upon the success of our 
dealers. How to promote the success of our dealers is constantly 
one of our major goals. We do everything in our power to help them 
succeed, 
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POLICY REGARDING DEALERS 


Our policy of helping dealers help themselves is not new. We 
stated our dealer policy im writing in 1939 and reissued it to our sales 
people as recently as last January. I would like to submit this state- 
ment of policy as exhibit A.t. It covers “Good Service,” “Station 
Cleanliness,” “Merchandising,” and “Price.” I will quote from it 
later. 


LOCATING OF SERVICE STATIONS 






Now, to begin at the beginning of the supplier-dealer relationship, 
how are sites for service stations selected? That is to ask, why do 
customers buy where they do? 

We don’t attempt to answer these questions in remote ivory towers. 
We go out and ask the consumers. We also study the experience of 
successful competitors. And we have learned from our mistakes. 
We know that convenience of location is one of the keys to service- 
station success. We build only where there is a clear-cut need. 

As far as my company is concerned, the charge that oil companies 
build too many service stations is not true. We have fewer stations 
than we had 15 years ago. We should have more stations but lack 
the immediate funds with which to build them. The market is 
expanding, not declining. 

On the other hand, we do not try to put crutches under service 
stations where the market obviously is disappearing. As stated in our 
1954 annual report : 


* * * the total number of retail outlets served at year end declined slightly 
due to the elimination of some low volume, unprofitable ones. 


The charge has also been made that companies use profits from 
production of crude oil to build service stations. All I need to say 
is that my company has spent many millions of dollars in seeking out 
and developing new crude-oil Sietlanion since the war; yet we have 
not had sufficient funds to provide even half the amount of crude oil 


that we use. Our service station building program has to stand on its 
own feet. 


SELECTION OF DEALERS 


We exercise great care in the selection of our dealers. We have a 
large investment in our dealer organization. And I might add it is 
one of our most valuable assets. It costs money to train a dealer, and 
capable dealers are far from plentiful. 

Werrely heavily on successful veteran dealers to suggest prospects. 
They know the type of ability required, and they can tell the prospects 
at first hand what the opportunity is. Then representatives of our 
company go over the advantages and disadvantages of the dealer 
occupation. They try to make sure that prospects understand the 
requirements, are sincere, willing to work hard, and are likely to 
make good. 

Today the opportunities for capable young men are greater than 
ever. ‘They enter the service-station business only when they choose 
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to. Wehave to compete for dealer prospects with other oil companies, 
and many other businesses as well. 

We do our best to get the most capable prospects and to help them 
succeed. In spite of all our efforts, however, we get some men who 
have neither the aptitude nor the attitude to be successful in this 
important small business. 


DEALER TURNOVER 


If we always had a wide selection of prospects, the problem of dealer 
turnover might be far less difficult than it is. The turnover problem is 
so serious that it has been made a topic for study by a subcommittee of 
the American Petroleum Institute. 

It has been suggested to you that companies may be callous about 
dealer turnover. With us, nothing could be further from the truth, 

Mr. Roosevetr. Mr. Ross, could I interrupt you there? The sub- 
committee of the American Petroleum Institute, do all your compet- 
itors also belong to it? 

Mr. Ross. Oh, yes. 

Mr. Roosevetr. Do any of the dealer associations belong to it? 

Mr. Ross. The dealers themselves belong to it, Mr. Roosevelt. 

Mr. Roosrvetr. The dealers themselves, individually ? 

Mr. Ross. Yes. They are eligible. 

Mr. Rooseveir. Are any dealer members on this subcommittee? 

Mr. Ross. On this subcommittee ? 

Mr. Roosrvetr. Yes; studying this problem ? 

Mr. Ross. There are representatives of dealers. Mr. Ernest Brown, 
of the Gasoline Retailers, is a member of that committee and is very 
close, of course, to the dealer problem. Specifically on the committee 
itself, studying it, the marketing personnel training committee, I do 
not recall that there is a dealer on it. However, they can be called 
in in consultation, and their views received on some of these problems. 

Mr. Roosrevettr. Thank you, sir. 

Mr. Ross. Turnover is costly to us. We lose our investment in 
training of the dealer, and we lose customer goodwill at the particular 
station that has a change in dealers. A study made in 1954 shows 
that it costs us an average of about $1,100 each time there is a turn- 
over in dealers, 

We are very careful to select dealers judiciously, to train them, to 
help them succeed, and make them want to stay with us. If a good 
dealer doesn’t like our policies there are numerous competitors stand- 
ing by to take him over. 

In our experience, the principal cause of lessee dealer turnover is a 
lack of aptitude for retail business. No selling business is easy. The 
more competitive the business is, the more sales ability is required. 
And competition characterizes the oil business. For example, each 
of our dealers has at least five dealers in other brands competing 
against him. Competition isn’t theory for our dealers; it is a living 
daily practicality. 

A service-station dealership calls for hard work and long hours if 
it is to be successful. At least we have never found any substitute for 
hard work. Ask successful dealers; they will tell you the same. 

But the business is an attractive one for an able man with little 
capital who wants to be his own boss. 
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The average investment for a lessee dealer in an average service sta- 
tion supplied by us is $5,000 in inventory and equipment, This is a 
very small percentage of the value of the station. 


LONGEVITY OF STANDARD OIL DEALERSHIPS 


We are alert to the dealer turnover problem, and are working dili- 
gently toward a solution. We have had excellent dealer relations 
for a great many years, and some of our dealers have been with us for 
decades. Over 4,000 dealers have been with us for more than 10 years, 
and half, or 2,000, of those have been with us for more than 20 
years. 

LEASES 


One of our current experiments to improve dealer relations is the 
adoption of a long-term lease. I have a copy here for your inspec- 
tion. It is labeled “Exhibit B.” 

This lease can be executed for 2, 3,4, or 5 years. It may be termi- 
nated by the dealer at any time without cause on only 30 days’ notice. 
But the company may cancel only for special causes. These include 
failure to maintain cleanliness, to pay the rent, to pay bills and taxes, 
to obey local laws, and to get consent for mortgages, subletting, 
or liens. Even so, the company can’t cancel unless the dealer has been 
given a warning and has ignored it. We reserve the right to cancel 
without notice only if the dealer closes down the station without our 
consent for more than 48 consecutive hours. 

There are 334 of these leases in effect at the present time, although 
this program is only a year and a half old, and we are still feeling 
our way. Prudent trusteeship of the company’s capital investment 
requires us to make such leases available only to dealers who have 
proved themselves. 

But our dealer reaction may surprise you. Since we made the 
long-term lease available, the large majority of dealers have ex- 
pressed no imterest in taking advantage of it. They are perfectly 
content to go on in the future as in the past on a year-to-year lease. 
Obviously they are not afraid of cancellations of the 1-year lease, 
although this bogey fear is the one most often raised by dissatisfied 
dealers. 

Our 1-year leases are not as restrictive as the term implies. They 
renew themselves automatically from year to year, unless canceled by 
either party. 

I understand the charge has been made before you that leases are 
canceled because dealers refuse to handle a supplier’s products exclu- 
sively, refuse to post retail prices set by suppliers, or refuse to main- 
tain hours of operation demanded by suppliers. We do not require 
exclusive dealings and do not set retail prices. We do ask dealers to 
keep hours that meet the needs of their customers; if they don’t, their 
competitors have an advantage. But, although I am not personally 
familiar with the details of every lease cancellation, I am virtually 
certain that we have never canceled or failed to renew a lease for 
any of the reasons just mentioned. 

Pretty good evidence that we don’t arbitrarily cancel or fail to 
renew leases is shown in the fact that in over 9 cases out of 10 the 
changes in dealer leases of Standard-owned stations reflect the de- 
cisions of dealers themselves. 
65262—55—pt. 1——-45 
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Mr. Arnoip. Mr. Ross, could I interrupt there? A case where you 
had a mutual termination agreement between the company and the 
dealer, is that included in this phrase, “reflect the decisions of dealers 
themselves” ? 

Mr. Ross. I am not quite clear, Mr. Arnold, on your exact thought 
there. 

Mr. Arnoip. We have had evidence in many cases that leases are 
canceled not by giving a 30-day notice, for instance, but by having 
a mutual agreement to terminate executed by the dealer and the oil 
company, and I wonder if that type of situation is included in your 
statement that you have just read, that in 9 cases out of 10 the changes 
in dealers’ leases reflect the decisions of the dealers themselves. 

Mr. Ross. The agreement to cancel mutually would be initiated by 
the dealer, and we would have little choice except to agree with 
it if he had decided he was going to leave, even on shorter than 30 
days’ notice. Isthat in the area of your thought? 

Mr. Arnotp. That answers my question. I just wanted to know if 
that type of situation is included in your last statement. 

Mr. Ross. It is. But it reflects the dealer’s initiation of the desire 
to cancel. 

Any coercion or threats of lease cancellation would defeat our pur- 
poses in seeking to build up sales through service stations. Men just. 
don’t go out in response to threats and do a good selling job in a 
competitive market. 

It is of great importance to us that we build up a feeling of con- 
fidence and goodwill in our dealers, because the most important thing 
in selling is the seller’s attitude; all sales surveys show this to be true. 
We certainly would be bad business managers if we didn’t do our 
best to create a good attitude in the people on whom we are dependent 
to sell our products. 

The capable dealer knows not only that we will not cancel his lease 
but that we will do everything in our power to keep him. There is 
far from being an oversupply of competent dealers. They are eagerly 
sought out, and every aid is extended to help them progress, 


SERVICES TO DEALERS 


We provide many services for dealers to give them the maximum 
opportunity to succeed. Obviously this is not philanthropy on our 
part. We want the dealer to succeed so that we, too, can succeed. 

Let me itemize the services, with short explanations where necessary. 
Certain exhibits are available for study at your convenience. 

My company does the following for lessee service-station dealers: 

1. We provide scientific training programs. 

2. We make available service-station facilities and equipment which 
the dealers could seldom provide for themselves. 

3. We frequently provide inventory on credit at low interest rates 
as a loan based on moral risks. If a dealer shows promise, we will not 
let lack of working capital stand in the way of his growth. 

4. We charge valet an a gallonage basis, and only on amounts of 
gasoline actually sold. 

5. We supply a line of gasolines, motor oils, lubricants, and other 

roducts that are—and I ask no forgiveness for saying so—the best 
in the country. The dealer is not compelled to take the full line, but 
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we do try to convince him that our products, strongly peppartyt by our 
advertising and promotion, will do the best job of satisfying his cus- 
tomers and therefore make his operation a growing and profitable 
business. 

6. We supply a line of top-quality tires, batteries, and accessories, 
to help the dealer increase his profits. Since TBA dealings have 
been made an issue before this committee, I will describe our way of 
handling them in just a moment. 

7. We advertise the dealer as well as the product.? For example, 
a full-page newspaper ad in color tells the customer, “Put your car 
in his hands with confidence.” More than that, we have personal, 
identified appearances of dealers on our television programs. We do 
not require dealers to pay for advertising. 

8. We make available sales aids of all descriptions. These are 
researched and tested to keep our dealers ahead of the parade in appeal 
to customers. 

9. We provide advice. It’s easy to give advice, but our advice to 
the dealer is based on 66 years of research and experience in improv- 
ing retail sales and profits. The dealer gains from the mistakes that 
we have already made. To give him this advice, our own personnel 
are trained in understanding his problems and helping him to solve 
them. 

10. We sponsor a national credit-card system, which takes the gamble 
out of the dealer’s sales on customer credit, reduces his need for work- 
ing capital, and attracts to his station motorists traveling from other 
areas. ; 

Mr. Arnotp. Mr. Ross, maybe you will cover this later. So do not 
answer it if you do. But what goods do the credit cards cover? 
Gasoline, TBA items? And if so, what type? Your own sponsored 
TBA items or anybody’s TBA ? 

Mr. Ross. We permit the dealer to put on the credit card anything 
that the customer buys. We encourage him to limit the sales on 
credit to those of our brands, naturally, since we are inheriting the 
credit responsibility and the risk for it. We do not limit him, how- 
ever, to services of his own, such as washing, lubrication, tire repairs, 
and things that are of his own making, in which we have sometimes 
little value coming back to us, washing, for example. But we encour- 
age him to put those in, and we likewise would like to have him 
restrict his sales to our products. 

On the other hand, he is not required to do so. 

11. We pete periodicals to keep the dealer up to date on new 
pee evelopments, services, and ways to increase efficiency and 
profits.® 


TIRES, BATTERIES, ACCESSORIES 


Now let me take up the matter of TBA briefly. 

We provide a quality line of tires, batteries, and accessories for our 
dealers, not because we are just looking for additional items to sell 
but because of customer demand. We entered this field because the 
motorist wants one-stop service for his car, just as we created service 
stations themselves to serve a customer need and demand. I cannot 


2 Exhibit C: Advertising repuints, on file in committee. 


* Exhibit D: The Merchandiser for May-June 1955, on file in committee office. 
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overemphasize that the service-station market exists because of the 
decisions of the motorist—not of the supplier, not of the dealer, nor 
from any agreement that could be made between them. 

We have tailored our TBA line to fit the motorists’ needs. We 
recommend to dealers only those items that the service-station 
customer needs and buys regularly. Our items are sales-tested for 
significant customer demand at service stations. Then we back up 
this knowledge with strong advertising. We seek to have the motorist 
presold on our line of TBA before he enters the service station, which 
makes it easier for the dealer to sell TBA to the user of Standard 
gasolines. 

Mr. Roosevett. Mr. Ross, may I interrupt you there for a moment? 

Mr. Ross. Yes, sir. 

Mr. Roosevetr. I think it would be fair to say, however, in view 
of the fact that you emphasize that you have gone into the TBA field 
purely for the benefit of your customers, that there was a time when 
you were not in the TBA field 

Mr. Ross. Correct. 

Mr. Rooseverr (continuing). And that you have gone into it pri- 
marily for profit. If you did not go into it for profit, there would 
be no reason why the dealer should not on his own supply his stations 
with exactly the same type of TBA wherever he could buy it, instead 
of making it necessary for him to—I will say, not necessary, but 
advantageous for him to use your products. 

I do not think it is quite a fair statement to say that you are simply 
doing it for the love of the customer involved. 

Mr. Ross. Mr. Roosevelt, perhaps the word “entered” is the key. 
We entered the field for the reason of supplying one-stop service. 
Now, we are continuing in it for the reason which you have well stated, 
and that is because there are profits to be made by the dealer, first, and 
he needs those profits, and, second, a profit is made by us on the han- 
dling of our TBA business in our sales to the dealer. 

There is, of course, the profit motive in there for our continuing 
that service. 

Mr. Roosrvetr. Would you say that there is a reasonable position 
from the point of view of the independent dealer or businessman in 
his desire to be able to service his customer by having any type of 
TBA available? 

Mr. Ross. Yes. 

Mr. Roosevett. Would it be a fair statement, then, to say that the 
position of your company is that every one of your dealers is allowed 
to handle and to exhibit on an equal basis any TBA item, no matter 
where the originating source might be? 

Mr. Ross. That is our arrangement with him. We do our very 
utmost, from the persuasion and sale promotion point of view, to sell 
him on the idea that it is to his advantage to have the Atlas line in 
the dominant position, because of the fact that they are typical of 
Standard stations and they are sold under the Standard banner; cus- 
tomers expect to buy Standard products when they come in to a 
Standard station just as they expect to buy Standard gasoline. 

And it is those things that are bringing the customer in, and we are 
preselling him on the Atlas line. We try and convince the dealers 
that they are easier sold under the Standard sign than any other. 
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But if he still elects to handle a pemnpehng line of TBA, that is 
entirely within his prerogative, and many of them do, I regret to 
report to you. 

Mtr. Roosrve.t. Is there such a written instruction in your sales 
manuals at any point? 

Mr. Ross. I will come to that, if I might, just a little later. 

Mr. Roosrvett. Thank you. 

Mr. Arnotp. Could I ask just one more question? Would the dealer 
be allowed to give full display to a competing brand? In other words, 
could he take over the Atlas advertising and put in, let us say, Dayton 
advertising in the station ? 

Mr. Ross. He would be so allowed, and some of them do. 

Mr. Arnotp. There is no restriction, then, on the amount of ad- 
vertising aispiay that they can use in competing brands to your own 
Atlas brand ¢ 

Mr. Ross. Only to the extent of neatness and orderliness of the 
stations. Too many signs of various and sundry kinds make for a 
very cluttered and unattractive appearing station, but if he will do 
it in a neat, businesslike way in line with the good principles of retail 
advertising or display, there is no restriction. 

Mr. Arnoxp. Thank you. 

Mr. Ross. For these reasons, we earnestly try to convince the dealer 
that it is in his interest as well as ours to handle the Atlas TBA line. 
But we do not compel him to handle this line. I regret to say, but 
it is proof of my assertion, that many of our dealers have established 
demand for TBA items other than the Atlas brand. We would prefer 
that all our dealers handle Atlas TBA, but the fact that all do not 
indicates we rely on persuasion rather than compulsion. 

To assure you gentlemen that I am talking practice, I wish to intro- 
duce as exhibit E a letter to managers from the general manager of 
our sales department, dated October 21, 1952. This letter deals 
specifically with TBA. 

I quote part of it: 


New employees, and others transferred or promoted to any position in that 
(the reseller) department, must be made aware of, and fully understand, our 
policy regarding sales solicitation for dealer business. 

Late in the year 1936, we leased all of our company owned and operated 
service stations to individuals and abandoned entirely all control of retail 
operations and retail prices of those locations. Since that time, it has been our 
intention that all of our dealers shall be in truth and in fact completely inde- 
pendent businessmen, buying when, where, and as they choose and being solely 
responsible for the prices at which they resell. 

* * * offering advice and sales help to dealers is one thing; the use of coercion, 
harassment, and threats is quite another. It is the latter that we cannot and 
must not tolerate in our sales organization. 


Mr. Sureman. Mr. Ross, do you have any definite company policy 
for dealing with a salesman who might resort to the use of force, 
coercion, or harassment in order to sell TBA items, if such an instance 
were brought to the attention of the proper sales executive 

Mr. Ross. Yes, we do, Mr. Sheehan. Our first attempt would be, 
I think, the reasonable attempt that any employer would make, and 
that would be one of correction and one of counseling and one of warn- 
ing. If it were continued, we would have to replace him. 

Mr. Roosevetr. Mr. Ross, in line with that same thing—I am sorry, 
Mr. Sheehan. I did not mean to interrupt you. 
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Mr. Sueenan. That is all right, sir. 

Mr. Roosevett. Can you present any evidence to this committee of 
specific instances in which a salesman had been reprimanded or dis- 
missed because of coercion, harassment, or threats? 

Mr. Ross. Mr. Roosevelt, I cannot at the moment. We probably 
can develop the warning that may have occurred and perhaps even the 
final release of the individual. 

Mr. Roosgvett. I ask that because I think you will agree that in the 
number we are talking about and under just the human angle that 
would be involved, it would be, I think, somewhat convincing to the 
committee if they could feel the company followed it up closely enough, 
so we could have proof you were watching it closely enough to see that 
some definite action had been taken. It would be very helpful to us 
if you could make somewhat of a search and if such evidence exists, 
provide it to the committee. 

Mr. Ross. We will make that effort, sir. 

Mr. Roosryett. Thank you. 

Mr. Sheehan, did you have another question ? 

Mr. SueenHan. That is all. 

Mr. Roosevett. Thank you. 

Mr. Ross. You may wonder why such a letter is at all necessary. 
Just as it is not easy to find and train first-rate dealers, so topnotch 
salesmen are also not in abundance. We place great emphasis on the 
training of our salesmen, but occasionally a salesman will try to get 
quick results instead of concentrating on the long-range benefits of 
good dealer relations. We simply do not tolerate such an approach, 
in our own selfish interest. 

Mr. Roosrvert. That is the point I am bearing on. I would like 
some evidence that you danot tolerate it. 

Mr. Ross. Yes, sir. 

What we expect in return: When we do all the things that I have 
mentioned we naturally expect something from our dealers in return. 
Our efforts in their behalf are wasted if they fail to make use of the 
services we provide. 

After all, we are in business; and our business is highly competitive. 
When the dealer’s policies are unsound, we just can’t afford to sit back 
and let him suffer from his own mistakes, because we would suffer, too. 
Let me give you an example: 

It may surprise you to know that consumer research studies fre- 
quently place service-station cleanliness at the top of the list as the 
reason for dealing at a particular service station—that is particularly 
true of tourists and transients—even ahead of the quality of gasoline. 
We constantly hound our dealers on the subject of cleanliness of sta- 
tions and restrooms. Each year, to stimulate their interest, we offer 
valuable contest awards as incentives for them to keep clean stations 
and restrooms. 

If a station is unclean, its sales invariably go down, and both we 
and the dealer suffer. The idea of not renewing a lease on grounds of 
uncleanliness is frequently ridiculed by dealer representatives. Yet 
no more substantial grounds could be found. 

A dealer who is going downhill may resent suggestions, but we 
feel we are acting in his best interest when we try to help him improve 
his operations. 
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PRICES 


Now I come to the matter of prices, of dealer margins, and of price 
wars. For clarity I shall discuss them in that order, starting first 
with prices. 

The price we set is our tank-wagon price at which we sell to the 
dealer. We have no formula or system. We establish prices for 
each of our products locally at each bulk plant and other supply 
point on the basis of local economic and competitive conditions. Our 
purpone is to be competitive in each locality where we market. 

The public has benefited greatly from the fairness of gasoline 
prices. Excluding taxes, retail gasoline prices today are about the 
same as they were about 3 decades ago; yet 2 gallons of today’s gasoline 
will do the work that required 3 gallons in the 1920's. 

Mr. Arnoup. May I interrupt just a moment? 

Mr. Ross. Yes, sir. 

Mr. Arnotp. We have had testimony that the tank-wagon price, 
or price at your bulk plant, is always the same in different regions, 
that there is no difference in the posted price between the major oil 
company. Sane: Now, is that a correct statement? 

Mr. Ross. I am not quite clear, Mr. Arnold, just to what it is di- 
rected. You mean that the competing companies in that market carry 
the same tank-wagon price? 

Mr. Arnotp. Yes. 

Mr. Ross. That is not unusual. There are variations in it, however, 
ia to a larger degree than you might offhand think. But gaso- 
ines that have about the same customer acceptance have a tendency 

to come together, pricewise, because of the extreme competition that 
exists. Each company watches the other company very closely, and 
they know that to be out of line even as much as tenth or two-tenths 
of a cent brings a bad customer reaction and loss of sales. So they 
have a tendency to bring their prices up or down as the case may be, 
up if they can, and down if they need to, and as a result the prices of 
brands of about the same acceptance have a tendency, because of the 
pressures of competition, to sell at the same price. That is evidence 
of extreme competition. 

_ Mr. Seep. Mr. Ross I would not want these remarks to apply to 
imported oil. But as to the production, refining, and marketing of 
domestic oil, is it not true that the price for crude oil is standard, 
and all companies pay the producers the same price per barrel for 
the same gravity oil, that the cost of pipeline transportation is the 
same to a re cael because that is a fixed, standard rate, and in 
the cracking and refining of gasoline, one company has about as effi- 
cient an operation as the other, so that when you finally get the gaso- 
fine in the tank wagon, because of these factors in the industry, the 
actual cost-of-production price to the companies is virtually the same, 
and that has a.lot to do with the fact that the price of all gasolines is 
always very nearly the same, because the raw material, the transpor- 
tation, and the processing; and getting it ready for the market, is more 
or less a fixed thi gin the industry itself? 

Mr. Ross. You have covered an area, Mr. Steed, to which I have 
not given very much study. I think generally your observations, 

Owever, are reasonable ones. 

Mr. Srexp. I happen to represent an oil-producing area, and the 

pipeline companies purchase oil from all sorts of producers—— 
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Mr. Ross. That is true. 

Mr, Steep. Most of them who are not in the refining business at 
all, and the price paid is based on the gravity of that oil, and the price 
is the Same to every producer, regardless. The pumping and trans- 
portation of that oil are charged the same to all the end process users 
of it. 

Mr. Ross. Correct. 

Mr. Sreep. And then in the refining process no company has any 
particular advantage over another in that, so that the actual refining 
of a barrel of crude oil is not much more expensive to one company 
than it is to another, and of themselves, the very price factors that 
exist all along the line make a gallon of gasoline come into the tank 
wagon ready for the consumer at a cost-of-production price that is 
about the same to all the companies. 

Mr. Ross. I think within limits that is a reasonable statement. 

Mr. Streep. Maybe it will vary a little bit, but essentially the indus- 
try itself has to bring this product to the market. place at about the 
same cost to all. 

Mr. Ross. There are, of course, variables that enter into pricing 
and price strueture. Gasoline in wholesale quantities, of course, large 
lots, tank-car lots, tanker lots, responds to the laws of supply and 
demand. When there is a surplus, regardless of what the price of 
crude is 

Mr. Steep. I am not speaking of the charge. I am speaking of the 
actual cost of production. 

Mr. Ross. I think within limits your conclusions have reasonable 
foundation. I think there are some variations and shadings and dif- 
ferences that people would discuss with you, but within broad limits, 
I think that it is 

Mr. Steep. The additives and other products, of course, would vary 
in some, but essentially the cost of production has got to come out 
pretty much the same for one company as it does another. 

Mr. Arnovp. Did you reduce your tank price in 1954 from what it 
was in. 1953? 

Mr. Ross. Our tank-wagon price? 

Mr. Arnowp. Yes, 

Mr. Ross. We did in certain areas; yes, sir. 

Mr. Arnoxp. You did not do it generally, overall? 

Mr. Ross. In some pretty broad areas, Mr. Arnold, yes, sir; over 
several States, because of the competitive pressures in the market. 

Mr. Arnotp. This is not a reduction through, let us say, the dis- 
count of the subsidy to the dealer, is it? This was a reduction at 
your tank-wagon level? 

Mr. Ross. Tank-wagon level; yes, sir. 

Mr. Arnorp. Could you supply me the figures on the amount of the 
reduction in your tank-wagon price and the specific areas? 

Mr. Ross. I can; yes, sir. I do not happen to have it with me. I 
have it pretty well in mind, what it was and how much it was. But 
if this committee would be interested in having that information, we 
will make it available. It occurred out in the area largely west of the 
Mississippi River, and there were some rather substantial changes 
made in those markets out there as a result of competitive pressures 
that occurred in the year 1954 due to the normal functioning of the 
supply and demand factors as we interpret them. 
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We do not set the prices at which dealers sell our products to the 
publie. 

Our policy is clear on that point, as stated in exhibit A, from which 
I quote: 

We have no control over the retail price established by our dealers, neither do 
we attempt to exercise any control. To stay in business it is necessary that 
dealers make a profit. To make a profit they must retain the confidence and 


patronage of a sufficient number of customers to produce a_ satisfactory 
volume. * * * 


It is generally recognized that one of the primary determinates of business 
volume is a fair price. Over a period of 50 years (remember this was written 
16 years. ago) our company has recognized the wisdom of, and made a practice 
of, adjusting price to meet conditions. We would feel delinquent in our re- 
sponsibility to our dealers if we failed to impart to them the benefits of the 
information which we have obtained through research and experience. * * * 

We shall continue to offer to our dealers the soundest advice that our knowledge 
and experience places us in a position to give, but the establishment of prices 
and operating policies will continue to be the dealer’s responsibility. 

In this policy statement it is plain that although we do not set the 
prices at which the dealer sells, nevertheless we have a legitimate con- 
cern with retail prices. Competitive prices influence sharply what 
gasoline will be sold. If our dealer’s prices are not competitive, our 
gasolines are at a sales disadvantage. 

Mr. SueeHan. Mr. Ross 

Mr. Ross. Yes, Mr. Sheehan. 

Mr. Suernan. We have heard in various testimony before our com- 
mittee that the oil companies often furnish the dealers with so-called 
circus signs showing the price at which the gasoline is being sold. 
Does your company offer such a service to the gas station owner / 

Mr. Ross. We make available on a collective buying basis gasoline 
price signs where dealers feel the need of purchasing them themselves. 

Mr. Sueenan. Do you fill in the price yourself ? 

Mr. Ross. No, sir; we do not. e do not fill in any prices. They 
are sold with a set of numbers, and they can put their own numbers 
on the sign after they buy them. 

Mr. Sueenan. In other words, once you deliver the sign to them, 
they are then at liberty to put in any particular price they want? 

Mr. Ross. Yes. 

Mr. Sureman. You do not paint them in your own shop nor tell 
them at what-price to sell it ? 

Mr. Ross. That is correct. They are largely not painted. They are 
of the removable number kind, the enameled kind that can be changed. 

Mr. Sueewan. Thank you. 

Mr. Ross. But even if they were painted, it would be the dealer’s 
painting on it. 

_ Mr. Roosrverr. Mr. Ross, could I ask you a question. There are 
instances certainly where your own stations are competitive with each 
other ; is that not correct ? 

Mr. Ross. Well, in a broad sense, Mr. Roosevelt, they would be com- 
petitive with one another. But as far as being intimately competitive, 
not of our making. 

Mr. Roosrverr. Let me say that there are certainly situations in 
which there would be at least two Standard stations within a block or 
two of each other who would be competing for the same customers, 


and sometimes even across the street. I have seen it myself and I am 
sure you have. 
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Mr. Ross. I believe that is correct. But keep in mind this: that to- 
day’s high-speed traffic requires stations many times on each side of 
the street. because they play to an entirely different lane of traffic and 
they do not cut across any more. 

Mr. Roosevetr. I am not criticizing you. 

Mr. Ross. All right. 

Mr. Rooseveitt. My question is, suppose that the dealer on the north 
side of the street posts one price and the dealer on the south side of 
the street posts a lower price. 

Mr. Ross. Yes, sir. 

Mr. Rooseveit. Would there be no effort by your company whatso- 
ever to see that these prices were brought in line so that they were 
the same ? 

Mr. Ross. We might counsel with the dealer if in:our judgment it 
was the logical thing to do. It would not go beyond the end of coun- 
seling, however, because that very thing has happened and does hap- 
pen, because the dealer sets his own price. | 

Mr. Rooseverr. Excuse me for saying this, but “counseling” is a 
broad word. 

Mr. Ross. Yes. 

Mr. Arnoxp. If it did go beyond counseling, it would be illegal; 
that is your problem, is it not? 

Mr. Ross. I would have to refer that from a legal point of view 
to our attorneys who are here, if they would care to answer the ques- 
tion of the legality of it. It would be for their decision. 

Mr. Steep. Apparently’ it goes further than that, because I noticed 
in the paper this morning where the Department of Justice has 
brought charges and litigation against the gasoline dealers them- 
selves, I believe in New Jersey, on the charge that they have fixed 
prices. 

Mr. Ross. That is so. 

Mr. Sreep. So it appears from the Department of Justice's view- 
point that you can go too far in the dealer end. 

Mr. Ross. I am sure that is right in areas of pollution, but I would 
not try to interpret that set of facts. 

Mr. ArNoxp. It is an interesting question, because in the New Jer- 
sey indictment, the basis of the indictment is that they agreed to miain- 
tain a margin of profit of 6.7 cents, and I think any such agreements 
are clearly price fixing. 

At the same time, we have a lot of evidence that the oil companies 
will go to the dealer and say, “We will give you'a subsidy of a certain 
amount if you reduce or keep a certain margin.” That in itself, to my 
mind, would be just as illegal as the practice complained of in the 
New Jersey indictment. I think what worries me is the thin dividing 
line between counseling and whether the dealers really do have in- 
pendence in setting their own price. 

Mr. Ross. I am sure that they do in our case. We are meticulous in 
that area, and if I might touch upon this question of help during price 
disturbances, it follows just a little later in the script. 

Mr. Streep. Would your counseling in’such a case:as that be per- 
haps involved or interested in such things that if a dealer cut the price 
he might be precipitating a price war, or that his lower price would 
be a threat to his own economic stability, or that sort of thing? 

Mr. Ross. It could be both. 
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Mr. Roosrvetr. Proceed, please, sir. 

Mr. Ross. Dealer margins: Part of the dealer’s price to his cus- 
tomer is his margin—the amount that recovers his expenses and over- 
head and that earns him a profit. 

Obviously we do not set the dealer’s margin, as to do so would be 
to establish his retail price. 

Dealer margins are determined by competition. A dealer cannot 
hope to get a wider margin than his competition will permit. If he 
increases his margin by posting a higher price, his competitors will 
take advantage of the opportunity to sell at a lower price and take the 
business. 

As every experienced dealer knows, it isn’t margin alone that deter- 
mines his profit. It is margin multiplied by volume that produces 
dollars. Dollars pay his bills. A higher margin alone may result 
in a much-reduced volume of sales and lower net return. 

We, as the supplier, simply cannot control the dealers’ margins. 
It is absurd to charge us with restricting the dealer’s margin of 
profit. Competition and competition alone is the regulating factor. 
Labor and other costs vary materially from one market to another, 
and the competitive levels of prices and dealer margins are influenced 
accordingly. 

PRICE WARS 


You have heard a great deal about price wars in these hearings, 
and I should like to give you my views concerning them. There is 
no doubt that price wars are a disturbing factor in the marketing 
of gasoline, disturbing at least to the dealer and the supplier, if not 


the consumer. What causes price wars? 

Certainly, it would make no sense for my company to instigate a 
price war. A price war is a very costly experience. Our company’s 
operations are unquestionably most profitable in periods of stability. 
Our profits go down rapidly when prices are cut. 

Experience indicates that price wars are inevitable in a highly com- 
petitive business such as ours. Basically, price wars are a reflection 
of supply and demand conditions. And may I underscore that 
sentence 

When there is more gasoline seeking a market than there is a demand 
for it, inevitably a price cut takes place, and competitors have to meet 
the lower price or lose sales. 

Mr. ArNoLp. Who decides how much gasoline shall be on the mar- 
ket? In other words, how do you determine it? Is there any procedure 
by which you try to estimate it? 

Mr. Ross. Every individual refiner, or refining and producing com- 
pany, decides that for himself. 

Mr. Arnoxp. All by himself? 

Mr. Ross. All by himself. 

Mr. ARNOLD. It is all the result of many collective judgments, with 
no other influence? 

Mr. Ross. There are hundreds of judgments involved, and no other 
condition. They adjust their market to determine their own crude 
runs and their refinery output. 

Mr. Arnotp. Then the American Petroleum Institute never makes 
any attempt to determine what the proper amount of production 
should be for a given year or a given month? 
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Mr. Ross. .Not at all. They do forecast demand, to the best of their 
ability, and supply that as a professional service, as*does one of the 
United States departments, I think of the Interior, which is a very 
useful tool in the conduet of the oil business, clear on through from 
the production to the end result. 

ur. ARNOLD. How close does the actual production follow that fore- 
cast of demand ? 

Mr. Ross. They follow it only to the extent that their judgment 
dictates, and there are times when they are quite at variance and there 
are times when the forecasts are at variance with the actual facts. 
That occurred in 1954. 

Mr. Arnotp. That is right. And we had an oversupply. 

Mr. Ross. So apparently the forecast was still lived up to in the 
sense of actual production, and that was what accounted for the over- 
supply in 1954. 

Mr. Sree. Is it possible for factors beyond the control of anyone, 
such as unseasonal weather, or something like that, to have an influ- 
ence on the supply ? 

Mr. Ross. On the demand, you mean, Mr. Steed ? 

Mr. Sreep. Well, yes; on the supply and demand situation. 

Mr. Ross. Very much, yes, continuing over a period of time. That 
was quite evident out in the Western drought area last year, west of 
the Missouri River. The consumption out there did not come close to 
that anticipated for those reasons. 

In a free economy there is no way to make supply and demand con- 
form at all times. In my own company our policy has been to cut back 
refining output during periods of excessive supply. Just last April 
we announced a cutback of 8 percent in our refinery runs. Many other 
responsible companies have done likewise, making the normal response 
to the laws of supply and demand. Nevertheless, when surplus sup- 
pliers appear on the market and prices become depressed, we have to 
meet whatever competition develops. 


STANDARD’S CPA PLAN 


It has been suggested that there weuld be no price wars if competi- 
tive price’adjustmiefits were barred by law. To'my mind, this is the 
worst kind of nonsense. If we failed to help our dealers in a competi- 
tive price situation, they would in most cases fold up. Then we would 
be accused of being cold blooded and inhuman for not coming to their 
aid. In addition, we would have a large number of our service sta- 
tions closed, and our sales would decline drastically. 

In order to assist our dealers in a price-war situation, we have de- 
veloped a very carefully worked out plan, which, in some features at 
least, is unique with our company. We call it the competitive price 
adjustment plan, often referred to as CPA. 

I would like to point out first of all that the CPA plan does not cause 
a price war. The CPA plan is used only after price cutting has un- 
mistakably started. 

The CPA plan is designed to give temporary cost relief to a dealer 
who is being hurt by a price war. We make it clear to the dealer that 
he enjoys its benefits only for the duration of the price war. 

There are some other essential features which I would like to call to 
your attention : 
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1. We never aid a dealer who is himself responsible for the price 
cutting. 

2. We never compensate the dealer fully for the amount of the price 
cut he has to meet. We give him just enough of an allowance to en- 
able him to be competitive pricewise and have sufficient margin on 
which to operate until the price war is over. 

Mr. Arnoxp. If that is true, then you discriminate against the per- 
son who cuts the price. If what you have just testified to is true, then 
you discriminate against the son who cuts his price at the retail 
level, beeause you give everybody else a subsidy or discount while 
you do not give the person who started the price war a discount. Is 
that correct? That is the plain meaning of your language. 

Mr. Ross. Would you like us to do that, or recommend that, Mr. 
Arnold? 

Mr. Arnoutp. You say you never aid a dealer who is himself respon- 
sible for the price cutting. 

Mr. Ross. Yes. If he initiates it then it is evident to us that he does 
not need help from us, because he is willing to initiate it without any 
assistanee, Mr. Arnold. 

Mr. Arnorp. And the effect of your reduction or your discount to 
the other dealers is actually to discipline the person who started the 
price war. What other possible effect could it have ? 

Mr. Ross. How would you recommend we handle it ? 

Mr. Arnorp. I certainly would not recommend that you handle it 
the way you state here.- But I am not a member of the company. 
I wil! drop the matter there. But it just struck me. 

Mr. Ross. We would be glad to give that matter some further study. 
We feel that it is a reasonable position for us to take, however, and a 
sound position for us to take from a practical point of view, because 
it is evidence that he does not need the help if he is able to cut the 
price without any assistance from us at all. 

Mr. Roosrevetr. I think what Mr. Arnold is driving at, though, is 
that it does put you in a sense im the field of mfluencing prices, in- 
asmuch as you are directly helping a certain type of dealer who has 
not availed himself of his freedom to, let us say, in this instance, lower 
his price. Your previous testimony was that you had no control or 
made no effort to control whether a dealer raised or lowered his price. 

Mr. Ross, And we do not. 

Mr. Roosrvert. But here you do, in essence, something in relation 
to lowering the price. 

Mr. Ross. Yes. 

Mr. Sreep. Mr. Ross, if you did reward a dealer who initiated a 

price cut, would you feel that you were subject to the charge that 
you would be guilty of instigating price wars ? 
_ Mr. Ross. I am afraid, Mr. Steed, that is exactly the answer that 
is running through our minds, that we would be in far more serious 
difficulty in that area than we would in the case of the one dealer 
that might be responsible for initiating it. 

Mr. Roosevett. I am inclined to agree with you in your answer, 
but the problem here is whether there is a solution or a necessity, 
which I think you pointed out, before you feel there is, to get into 
the business of helping people during a price war at all. 

Mr. Ross. That is right. 
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Mr. Roosrvert. And I think that is the nub of the problem, which 
I think you all admit is a problem. 

Mr. Sreep. Could you theoretically, at least, give us any indication 
as to how much of a price cut a dealer would ordinarily have to make 
that would lead to a price war? Obviously they make some adjust- 
ment up and down all the time that does not result in a price war, 
What amount of a cut would your experience tell you usually heads 
in that direction ? 

Mr. Ross. I would say 2 cents or more, Mr. Steed, just offhand. If 
he cuts the price that much, it could lead to a price disturbance, and 
ultirnately to a price war. 

Mr. Srerp. In other words, these prices that are measured in a 
tenth of a cent and that sort of thing, you would not include that as 
having instigated it? 

Mr. Ross. That is right. That is not a price war. That is a price 
adiustment. 

Mr. Arnon. Does your company ever start price wars by cutting 
its price at the wholesale level ? 

Mr. Ross. No, sir; not a price war. We may adjust to the local 
market to reflect what that market has already settled to, but not 
instigate it; no. 

Mr. Arnotp. I was just wondering, then, how the forces of supply 
and demand are adjusted under your company’s policies, because as- 
suming there is never going to be a price cut initiated by your com- 
pany, if you had your way, there never could be any adjustment 
between supply and demand. 

Mr. Ross. I do not know that I would quite subscribe to that state- 
ment, Mr. Arnold, “if we had our way.” We recognize that the laws 
of supply and demand control our business and influence our, prices 
just the same as they do in any other business, and we are very con- 
scious of the effect upon our business of those factors, and it is one of 
the things that we spent a great deal of our time in assessing ourselves 
and our field managers, and they are very close to the market trends 
in their particular territory and the reflection of those broad trends 
in the local pictures, and it is out of that assessment that comes what 
we call judgment prices, and those pres will take us up or down 
depending upon the trend of the market, and we have a great deal of 
evidence to that effect, and there is movement in our prices far more 
often than many people think, and they are a broad reflection of those 
conditions, and the local cuts, the price wars themselves, basically go 
back to this question of gasoline seeking a market that has no home, 
or that has no immediate demand. 

Mr. Roosrvetr. Mr. Ross, one last question. It comes in your next 
paragraph, but I do not want to interrupt you, if possible, when you 
get started again. 

Mr. Ross. All right, sir. 

Mr. Roosrvet. Have you any written material that you could give 
the committee in relation to your broad policy in meeting these price 
wars and assistance to your dealers? I am particularly impressed by 
the fact that most. of our complaints in testimony come from dealers 
who are on the rim of the price wars, 

Mr. Ross. I think I touch on that in just a moment, Mr. Roosevelt. 
Then if you request it, I will be glad to help in any way we can. 

Mr. Roosevett. Very well. 
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Mr. Ross. We give:the dealer sufficient margin on which to operate 
until the price war is over. -.As‘a result, itis to his advantage to have 
the price war end as soon as possible. rf 

3. We give competitive price allowances to individual dealers, based 
on their individual needs. We wateh closely the effects on our other 
dealers in thesame market. Wecome to their aid as their need requires 
We keep such additional assistance to the minimum for two reasons: 
We do not wish the. price war to:spread any further, and such assist- 
ance is highly costly to our company. 

There we treat in a policy, way with this question of fringe areas, 
or the areas outside. The application of our help is based on the need 
as exhibited by the effect. upon the sales of that dealer, and it goes out 
as far as is necessary to render that aid. 

Now, does that spell out for you and answer the question you had 
in mind? , 

Mr. Roosrvetr. In other words, your instructions to your manager 
in that area would be to make a survey of those affected by the price 
war and tosurvey the needs of all persons possibly being affected by it ? 

Mr. Ross. Yes, sir; and we will render the help in accordance with 
the effect that it is having, and many times there is a tapering or 
feathering effect of the prices as they move away from the center of 
the price cut itself, and on that basis, it has a tendency not just to let 
it spread like a prairie fire all over an entire State. 

These plans, as indicated, come:as a result of very carefully worked 
out plans by our attorneys, based on years of experience and observa- 
tion, being a thing that is fair to a dealer and yet does not perpetuate 
and does not spread a price war. 

Those are the three factors that are involved: Being fair to the 
dealer; perpetuating it; and spreading it. 

Mr. Roosrvert. Mr. Ross, if you have any testimony which you 
could supply later to the committee detailing 1 or 2 individual cases, 
I think we would be interested in studying it. 

Mr. Ross. All right. We will try to make such available for you. 

Mr. Roosevevr. Thank you. 

Mr. Sreep. Mr. Ross, we have had testimony that major oil com- 
panies have fomented price wars in order to drive some independent 
out of business—or independents. We have had testimony that indi- 
cated, where independents. operated selling nonbrand gasolines, I 
believe they call it, that the policy of most of the companies is that 
as long as the independent price does not get too far lee the brand 
prices, that they do not become concerned about it, but that when 
the independents cut their price a certain margin, then the brand 
dealers feel that something has to be done to cope with it. 

Have you any comment to make on that sort of situation / 

Mr. Ross. The consideration or attention is given to the prices at 
which the local brand or unbranded sell at the point where your deal- 
ers are beginning to lose customers and are beginning to be hurt. The 
point at which they take a volume of significant amounts away that 
reduces the dealer’s net income or profit, and likewise our sales or 
profit—at that point we are concerned, and we treat with it, of course, 
there, just the same as we would any other competitive factor. Now, 
that varies by various markets. There is no way of saying that a 
differential of this amount is the correct amount universally. That 
varies widely, depending upon the types of markets, the types of buy- 
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ers, the location of the individual station, the traffic problems of get- 
ting to and from, and all that sort of thing. 

So the measurement—that is, the sound measurement—that we 
found is the impact upon the sales: Do yout dealers start to lose cus- 
tomers? Are they actually being hurt? 

Mr. Roosrvetr. In other words, there could be-a 4-cent differential, 
and if it did not hurt you, you would not do anything about it? 

Mr. Ross. No, sir. That is very true, Mr. Roosevelt, and that» is 
very frequently the case. There are other cases where even a far 
lesser amount than that would have its impact. 

Now, another thing, too, of course, it may affect a dealer depending 
upon his relationship to that particular situation Maybe the dealer 
in the next block could be affected far more sharply than the one 2 
miles away. So it isa question of degree. It is a question of tailoring 
it based upon the need of that particular dealer in order to meet his 
problems, and it is that that has been worked out in our CPA plan, 
and we feel gives to our dealers the greatest. amount of consideration, 
yet with due consideration fer the other basic factors involved, which 
are perpetuating it and spreading it, affecting a lot of dealers that 
should not be affected. 

Mr. Sreep. Do you know of any case where some independent or 
nonbrand dealers, who had a fairly substantial volume of business, and 
where a price war developed, were wiped out in the war ? 

Mr. Ross. Directly, I have no such knowledge, Mr. Steed: I am 
not saying that could not happen, but I have no knowledge of it hap- 
pening. I[ can only submit this, that the tax-collection figures for 
the area in which we operate indicate that the cut-price or unbranded 
gasolines are increasing in their market share, in 1954. 

Mr. Streep. That is all. 

Mr. Roosevetr. You may proceed, sir. 

Mr. Sueenan. Mr. Ross—— 

Mr. Roosevetr. I am sorry. Mr. Sheehan. 

Mr. Ross. Yes, Mr. Sheehan. 

Mr. Surenan. Your policy of giving competitive-price allowances 
to individual dealers based upon their individual needs, would seem 
to me to be in direct violation of the Robinson-Patman Act. Do you 
know what the relationship is there? 

Mr. Ross. Mr. Sheehan, I do not propose to be an attorney in any 
way. 

Mr. Sueenan. Do you have any attorneys here with you? 

Mr. Ross. We do have attorneys here, and I would like to refer that 
question to them, if I might. 

Mr. Rooseverr. Yes. 

Would you identify yourself, please, sir? 

Mr. Cuarretz. Yes. My name is Hammond E: Chaffetz. 

Mr. Roosevett. Mr. Chaffetz, I will not swear you, but your testi- 
mony comes under the oath that Mr. Ross took. 

Mr. Cuarrerz. All right. I figure; myself, this is more of a legal 
opinion than a statement of facts. 

Mr. Rooseverr. Right. 

Mr, Cuarrztrz. I do want to say that this think has been a trouble- 
some problem. I think we have reason to be very proud of the plan 
that we individually have worked out over a period of years after 
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discussion with the staff of the Federal Trade Commission from time 
to time. 

I am perfectly satisfied that what we do does not violate the Rob- 
inson-Patman Ket. In reference to the particular suggestion you 
made, Mr. Sheehan, there is no injury to competition that results from 
the thing which we do. 

Mr. Sueenan. No. But you are showing preference between the 
same classes of customers. 

Mr. Cuarretz. Yes. But the Robimson-Patman Act does not make 
all price differentials illegal. Only those price differentials are illegal 
which have a substantial effect on competition. And the burden is 
on the Government or on a plaintiff in a treble-damages suit, to show 
that your price difference, or your price discrimination, has an adverse 
effect on competition. 

We are very careful not to injure a competitor, not to injure the 
dealer who does not get the subsidy or who gets the lower subsidy as 
the different allowances that we give fan out. We watch it very care- 
fully. 

Me Arnotp. How about the dealer who started the price war, if 
you do not give any discount at all? 

Mr. Cuarretrz. We will take you on any time. Any time you want 
to prosecute us for not subsidizing the fellow who started a price war, 
we will face that. Frequently you are in a situation where you are 
damned.if.you do and damned if you do not. 

We have evaluated that situation, and we think our judgment is 
the sounder there, of not coming to the aid of the fellow who gives the 
price cut. 

I will give you an illustration of what I have in mind. There are 
other companies, I gather from the testimony here, who do not follow 
our policy and who reduce the price over an area to avoid the Robin- 
son-Patman Act. I do not want to criticize what other companies do. 
Each has his own views of the law and of policy. My own thought 
about that is that you run into the problem that the chairman has 
mentioned many times. When you get to the edge of that area there 
is always the dealer on the other side, particularly with a company 
like Standard, which has thousands of dealers scattered over the 
whole territory. 

But you have a worse problem, actually, and one that concerns your 
committee, This company, Standard Oil Co., has been charged in 
the past with, without warrant, cutting the price over too wide an 
area, and their motives have been suspected. I will give you an illus- 
tration. There is a price war, we will say, in the South Side of 
Chicago, in a limited area there. It was the policy of this company 
at, one time to cut the price in the whole city of Chicago, and they 
were challenged on it, and they said, “You mean to tell us just because 
there is a little price war down here, that you had to cut your price 
over all this area and hurt all the dealers on the North Side of Chicago 
and out in the suburbs ?” 

Mr. SueeHan. And do not forget the northwest side of Chicago. 

Mr. Cuarrerz. And the West Side of Chicago; that is right. 

You get criticized, as I say, no matter what you do, but you also get 
criticized for cutting a price over too wide an area particularly in 
times when the refiner margin or the distributor’s margin is narrow, 
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and he has to meet your lower price, and they say, “We did it for eom- 
petitive reasons,” and they say, “There is no price cutting up here.” 

So what we have tried to 7 is to have a policy that practically— 
practically—meets the narrowest problem. That is, when the price 
war is in this limited area, of helping the dealer who is immediately 
affected only to a minimum extent, so as not to encourage him to con- 
tinue the price war, and only for the duration. It is withdrawn just as 
quickly as the competitor who cut the price raises the price. And the 
salesmen are instructed, and this has been gone over very, very care- 
fully—the salesmen are instructed to watch the dealers in the periph- 
eral area, to give them a little less help rather than more, a little less, 
but keep them going and help them heiaiab this trying period. 

Mr. Roosreve.t. Thank you, sir. 

Mr. Ross. In conclusion on this thought, our CPA plan does not 
cause price wars. It is purely a defense mechanism. 


THE DETROIT CASE 


The discussion of price wars leads to saying a few words about the 
celebrated Standard Oil Detroit case. 

Since the Detroit case already has been commented on before this 
body—and sometimes rather weirdly—I would like briefly to put it 
in its proper perspective. 

The facts are quite simple. They date back to the late 1930’s in the 
city of Detroit. At that time Detroit was a dumping ground for 
surplus gasoline—although not by my company. Many new suppliers 
were entering the market. 

As elsewhere, most of Standard’s sale in Detroit were made directly 
to retailers in tank-wagon quantities at what. are known as tank- 
wagon prices. Out of some 130 jobbers operating in the Detroit case, 
only 7 jobbers were customers of Standard Oil. As they do every- 
where, jobbers bought in tank-car quantities at tank-car prices. A 
jobber differs from a retailer in that he buys in tank-car quantities, 
owns his own bulk storage facilities, and hauls the products in his own 
trucks from the bulk plant to the retail station. Standard’s tank- 
car price to a jobber was 114 cents below the tank-wagon price to a 
dealer. Other companies’ prices to jobbers were frequently lower 
than Standard’s. 

Before the case began in November 1940, Standard Oil had lost 3 of 
its 7 jobber customers to competitors who offered them substantially 
lower prices than Standard was charging. Standard could not hope 
to keep its other four jobber customers if it did not continue to sell 
to them at the tank-car prices. Those facts have never been disputed. 
Like jobbers generally, Standard’s jobbers resold in whole or in part 
at retail. The Federal Trade Commission in its complaint sought 
to prevent our company from selling to the four jobber customers, if 
oe to the extent that they resold at retail, at lower prices than those 


made to retail dealers—even though the jobbers owned and used their 
our bulk storage facilities and transportation facilities. 

Our answer to the FTC was that we were simply meeting in good 
faith lower prices being offered to our jobber customers by compet- 
itors—and we were doing so only to keep our longtime customers. 

The experience with one of those customers, Ned’s, is of particular 
interest. Ned’s had been a customer of my company since 1918. It 

















DISTRIBUTION PROBLEMS 717 
operated its own retail stations in Detroit and was very successful. 

ntil 1936 it had paid Standard the same tank-wagon price charged to 
all other retail dealers. Even so, during a — when price cutting 
was rampant in Detroit, it was able to sell at as much as 2 cents a 
gallon below normal retail prices, and increased its volume consid- 
erably. Asa result, Ned’s became a prize dealer whom other suppliers 
hoped to take away from Standard Oil. 

Under these circumstances, what did Standard do? For as long as 
we could, we tried to avoid any price reduction to Ned’s. We took 
full advantage of Ned’s reluctance to change suppliers after so many 
years of friendly relations. Finally, in 1936, Ned’s made it clear 
that it was about to quit Standard to accept a lower tank-wagon 
price from another supplier. We were.able to hold Ned’s for a time 
with a %-cent reduction in price, even though Ned’s was offered 
much lower prices by others. Then, 2 years later, in 1938, we received 
another ultimatum from Ned’s. 

Ned’s had acquired jobber storage and transportation facilities and 
could buy as a jobber from numerous other sources. We recognized 
Ned’s as a jobber only to prevent loss of this customer to a competitor. 

The FTC trial examiner found the facts exactly as I have described 
them to you. Even the last findings of the FTC, which challenged 
Standard’s good faith in the matter, expressly recognized the fact 
that, and I quote: 

Standard had reason to believe that it would lose these four customers if 
it failed to accord them the jobber tank-car price. 

When the case was decided by the Supreme Court in 1951, the 
Court pointed out that if these four customers were going to get the 
jobber price anyway, it could not injure competition for them to stay 
with Standard and get that price from Standard. This, it seems 
to me, is the complete answer to those who wish to overturn the 
Supreme Court decision and remove the defense of good faith meeting 
of competition. 


LEGISLATION PROPOSALS 





I have tried to lay before you today the salient points concerning 
the relationships between Standard Oil Co. (Indiana) and its dealers. 
J have given you our views on dealer margins, price wars, and other 
matters. I hope that this has been of service to you. If, in addition, 
you would like to hear from some of our dealers, I am sure that many 
of them will be glad to come here and corroborate what I have said. 

To. conserve your time, I shall not summarize what I have said 
today. I should feel delinquent, however, if I did not make some 
remarks concerning possible legislation. 

If there is any one broad issue posed. by these hearings, it is whether 
we want the competitve free-enterprise system or whether we want a 
system of Government regulation and control. 

The question has been raised before you whether the dealer wouldn’t 
be better off if suppliers were compelled by Federal law to give up all 
ownership of or interest in retail service stations. Let me talk about 
this suggestion first from the point of view of the supplying com- 
pany and then from the point of view of the dealer. é 

fo my mind, it is quite unrealistic to assume for a moment that 
refiners can effectively be divorced from the marketing of their out- 
put. There are a number of good reasons. 






718 DISTRIBUTION PROBLEMS 


The oil industry works in a continuous flow from the well all the 
way to the last 10 feet of gasoline hose at the service station. If any- 
thing interferes with the operation at the last 10 feet, the entire 
costly operation is tied in knots. That is why we must have assured 
outlets. That is why we cannot be deprived of the right, or relieved 
of the responsibility, to see that our products get to the consumer. 

Furthermore, a service statien is a special kind of facility. Unlike 
a store, it can serve only one purpese. We have done our utmost to 
induce others to provide the eapital te build service stations. The 
only way we have been able to get people to invest in service stations 
is to underwrite their total investment with a guaranteed lease. Our 
experience shows that if the oil companies didn’t provide. modern 
service stations, no one else would. 

The public interest is best served by the present system. This 
method provides an efficient way to distribute quality products at 
fair and reasonable costs, as history proves. In a period of rising 
commodity prices, gasoline prices have remained low compared with 
almost any other thing that people buy every day. 

But how about the dealer: Is he going to be better off if the 
supplier is prevented from leasing a station to him on a basis that 
he can afford? From providing him with equipment? From ex- 
tending credit to him to provide him with capital? From giving 
him advertising assistance, sales aids, training wip diary and so 
forth? And just how could the present dealers take over the multi- 
billion-dollar investment in service ‘stations? Would the suppliers 
be forced to dispose of their stations to people with inadequate capital 
to pay their fair value? 

#t us assume my company was compelled by law to sell our stations, 
and we sold them to the X company. Would the dealers have any 
reason to believe that the X company would do more for them than 
we do today? Would X company, any more than we can, be able 
to turn stations over to dealers to do with as they please? And if 
X company operated the stations itself, which is what I think would 
happen, then divorcement would effectively eliminate the dealer as a 
small-business man. 

I don’t believe that the dealers who talk of divorcement have thought 
the problem through. If they did, they might well conclude that 
they are much better off the way they are today than the way they 
might be under any untried Government-devised system. Today 
they deal with a supplier with whom they have a real community 
of interest. Under any new system, they face the possibility of being 
in a straitjacket of controls that might make their present situation 
seem like a dream work by comparison. 

On the basis of long and careful thought, I believe most strongly 
that any legislation calling for divorcement in the petroleum indus- 
try would be a dangerous disservice to the interests of the supplying 
companies, the independent dealers, and the consuming public. 

It is the desire to escape the forces of competition which dictates 
requests for legislation. Competition can be a rough master at 
times, but on the whole it provides a far more equitable distribution 
of rewards and penalties than any other system yet devised. 

There are dealers who would like to see dealer prices set or regu- 
lated by Government agencies. I venture the prediction that if retail 
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prices were controlled by law, competitive forces would break out 
in other ways. 

A good example of what I am referring to is the proposal-that the 
Federal Government enact a statute — retail gasoline sales 
below the cost of doing business. e theory is that such a statute 
would prevent price wars. That has not proved to be the case where 
it has been tried by the States. Michigan has perhaps the best 
known such law. But after it was passed, in 1937, for example, there 
were price wars in Flint, Detroit, and a for example. Price 
cuts were as deep as 8% cents. Even if a Federal statute kept the 
poster price up, _ still would have secret discounts, rebates, and 
other activities which can be even worse than open price cutting. 

Mr. Roosrvent. May I interrupt for a moment. When this hap- 
pened in Michigan was it in violation of the Michigan law? 

Mr. Ross. It was not interpreted at the time, and no efforts were 
made to my knowledge to prosecute. 

Mr. Roosrvett. In other words, the price could be cut as much as 
814 cents ¢ 

Mr. Ross. It was cut as much as 8% cents. 

Mr. Roosevetr. It was cut as much as 814 cents without going 
below the cost of production ? 

Mr.. Ross. That was not defined, simply by the recognition of the 
competitive forces that work in that market. 

Another example is the proposal for legislation requiring a 5-year 
service-station lease, prohibiting rent increases, and perma assign- 
ment of leases by dealers without company approval. 

This, of course, amounts to turning our properties over to dealers 
to do with as they please. There is really little demand from capable 
dealers for a long-term lease, as I indicated earlier. 

Demands for such legislation as I have commented on are simply 
evidence of an actively competitive industry. Independent busi- 
nessmen have banded together, perhaps naturally, to seek through the 
strength of organization to get protection from competition, not 
realizing that the protection can be far worse than the competition. 

This hearing itself has served a good purpose in airing views from 
all sides on these matters. To my mind it has proved two things: 

1. Human relations-in this segment of the oil industry are much 
better than self-interested critics would have you believe. 

2. Existing laws and agencies provide adequate protection for 
dealers, lessees, suppliers, and the public. 

I should like to say informally, if I might, a word or two about 
witnesses who have appeared before you and made reference to our 
company. Mr. Hipple, a former salesman of ours from Detroit, and 
later a lessee by his own choice, thinking there were greater oppor- 
tunities than working for us as a salesman on salary, even though 
it was a rather adequate salary, he decided to enter the business as a 
lessee. He leased one of our stations, and for quite some time did 
very well. He thought so much of the business he decided to erect a 
=< of his own, and invested substantial amounts of his own 
capital. 

te came to us for some financial aid, some $3,000 on a loan basis, 
which was agreed upon. Later he returned and asked for a number 


of other concessions, which were beyond the scope of our policy and 
we could not agree to. 


720 DISTRIBUTION PROBLEMS 


He then decided to lease his station and do business with a competing 
company. He put his son in to operate the station. 

After a period of time we noticed an indifference of operation in 
his own station quite in contrast to his former performance, and we 
found the business was gradually drifting to the other station, to 
the other brands. 

Some 40 days before his lease was up for that yearly period he 
was notified by our division manager that the lease would not be 
renewed, and it was not, because his sales were going down and were 
not in keeping with the trend of other dealers: in that immediate 
area. 

Mr. Roosevett. In view of your remarks, would you be good enough 
to give the committee the record of sales for a reasonable period prior 
to the issuance of the cancellation notice? 

Mr. Ross. We will try to make that available. 

Now, he has left the impression that one reason for not renewing 
his lease was because of his activity in the dealer organization in 
Detroit. We would like to point out that you had here before you 
Mr. Cash Hawley, one of our very fine and outstanding dealers in 
Detroit. He is doing an excellent job, and has been doing so. for a 
number of years. 

He is one of our oldest and most highly respected dealers, and he 
is very active in the Detroit dealers organization. I offer that as 
evidence that it does not have any conflict with his relationship with 
us as a lessee. 

In the case at St. Louis, Mr. Swarthout, who I believe is the secre- 
tary of the Gasoline Dealers Association in St. Louis, made an infer- 
ence, if not a direct statement, that one of our salesmen contacted two 
competing companies’ dealers in an effort to get: them to reduce the 
price. We have an affidavit from a sales representative involved that 
completely refutes that statement in its entirety. 

We would like to submit it as an exhibit. 

That completes my statement, Mr. Roosevelt. Are there any fur- 
ther questions? 

Mr. Roosrvetr. Thank you very much, Mr. Ross, for a very com- 
plete and interesting statement. 

I have one question and one observation.’ You haven’t made any 
reference at all to the commission-type station, of which we have had 
considerable testimony. 

Mr. Ross. I would be very glad to offer our comments on that. We 
have been studying moving into the area of commission stations and 
consignee operations. At the present time we have 12 such stations, 
and our te a in moving in that direction is this, that we hope 
that we can find a better solution to this question of dealer turnover, 
that it will permit men coming in who have little capital or far less 
capital, and who do not wish to take over the full Se and 
obligations of the operations of a station such as a lessee incurs in 


the form of rent, all of the fixed charges, light; heat, water, and so 
forth, but would rather work on a commission basis. He will only 
have to furnish the help in the operation of the station. He will be 
reimbursed on a commission basis on the gasoline which he sells. Our 
plan is that he buy his motor oil and TBA on a regular dealer basis 
and make such profit out of those items as he can. 
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Then after he has gone through his: initial training, shall we say, 
and feels strong enough to try his own wings, our arrangement pro- 
vides that on 30 days’ notice he can cancel out the consignee arrange- 
ment and go to a full lessee arrangement on that basis, because the 
lease is not in effect. ' 

We are experimenting along that line with the thought in mind 
that we may find a partial solution to this question of least turnover 
by bringing men in and graduating them on through to a full-lease 
basis, on a step-by-step esi: rather than a complete jump at one 
time. 

We feel that there are men who will be interested in and anxious 
to take the first opportunity, that don’t feel quite up to, with their 
less experience, taking the second. 

Mr. Arnotp. You said he had the option to turn it over to a con- 
signee station ? 

Mr. Ross. Yes; to a full-lessee operation. 

Mr. Roosrvert. My only other observation would be that there is 
some testimony before the committee of a lack of ability on the part 
of the dealer, and particularly on the part of the dealer associations, 
to present their problems to the proper level of management of the 
oil companies, and I was iatevenin’ in your statement where you were 
talking about the Petroleum Institute, that there seems to have been 
very little—I wouldn’t say very little, but not sufficient effort, made on 
a public-relations basis, to have some of these problems brought down 
to the level of the dealer associations, and some of the excellent testi- 
mony which you have given to us indicates that perhaps more atten- 
tion to these iedivillieat dealers! operations might solve some of the 
problems which they brought up. I make that as a personal observa- 
tion, because this is certainly not a committee policy. But I am 
impressed by the fact that there isn’t close enough association or 
interchange of ideas and solution of problems between perhaps the 
minority of the people who are in trouble in this turnover problem 
in general, 

Mr. Ross. Mr. Roosevelt, we will be glad to take note of your 
thoughts in that respect and give them very full consideration. We 
want to do anything that is constructive in better meeting the problem 
that we have, and we are making every effort and spending large 
amounts of money toward that end, and will continue to. And we 
feel that we are making progress on it. We feel that the vast majority 
of our dealers today—of our dealers—are very satisfied and happy 
and successful in their connection with our company. We are con- 
vinced of that. Wemust know that. We have too much at stake not 
to know it. We know it through our surveys, and we also have a 
dealer council, The 9 corners of our territory meets in Chicago 
yearly—and there are different dealers each year—for 2 days at each 
time, at which time we present plans and projects and programs for 
their examination and criticism, in order that we can get their direct 
thinking on them. And we have discovered a number of things and 
initiated a number of things as a direct result of that dealer council 
meeting. So anything that we can do that is constructive toward a 
better solution of this problem, we are keenly interested in, because 
naturally the dealers’ suecess is our success in the final analysis, in 
the retail level of our business. 
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Mr. Roosevett. In selecting people to go to that dealer council, do 
you select people who have made complaints primarily, or do you select 
just dealers that you feel could present the problem ? 

Mr. Ross. We permit ‘the -regional.managers to recommend the 
dealers from their area, and they do recommend dealers that are repre- 
sentative of that area. 

Mr. Roosevett. Representative of what? 

Mr. Ross. Well, successful dealers, representative of the vast ma- 
jority of our dealers, 85 or 90 percent, that segment. 

Mr. Rooseve.t. Would it be perhaps important to have the repre- 
sentatives of the unsuccessful -dealers, the.ones who.are having the 
problems that have created this committee ? 

Mr. Ross. We are very conscious of their problems, and we are 
trying to get at that from a different point of view, of course. Today 
we are actually having interviews with all of our lessees that are leav- 
ing us, to find out why. Our managers are having those interviews in 
order to pin-point the basic reasons so that we might more completely 
understand just exactly why the dealers are not able to make a full 
success of the operaticn. 

Mr. Roosevett. Thank you very much, Mr. Ross. 

Mr. Steed. 

Mr. Steep. Mr. Ross, you have commented on this, but m.order to 
point it out clearly, Iwill ask a few questions. 

Does your company have any policy that would pay bonuses or 
commissions or reward in any other way to your salesmen in the 
promotion of your products through the local dealer in his territory 
that would be an incentive for the salesman to perhaps put pressure on 
the dealers? 

Mr. Ross. Our salesmen are paid directly on a straight salary basis, 
no commission, no bonus. 

Mr. Steep. If in the course of normal human events, you had a sales- 
man who, through clash of personality, or other reasons, got into a 
situation with a dealer or dealers that was quarrelsome or trouble- 
some in any way, what could that dealer do in having his side of the 
story or the difficulty brought to the attention of higher echelons of 
command in your company ? 

Mr. Ross. We not only permit, but we encourage employees at. all 
levels to take their problems above their immediate supervisor if they 
feel that they are not being properly dealt with, and that applies, of 
course, to our dealers, as well, because the principle would be the 
same. A dealer has the opportunity to go immediately to the sales- 
man’s supervisor, which would be the sales manager or the special 
representative in the area, and from there he can go to the assistant 
manager, and then to the division manager, and today, because of our 
original offices being established in their respective areas, to our 
regional manager. 

Mr. Sreep. The reason I asked that is, we have had testimony that 
indicated that some dealers felt that they had. problems that were 
largely chargeable to the local or district salesman, and if they could 
have gotten to higher officials of the company, they could probably 
have gotten some relief. 

Mr. Ross. Mr. Steed, they can do that in our company. We have 
RENE that is closely enough knit so that distances do not permit 
that at all. 
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Mr. Streep. Commonsense tells us that in a large organization you 
will have some people who are not what they should be, and there 
could be a source of irritation from the normal human relations. 

That is all I have. 

Mr. Rooseverr. Mr. Sheehan. 

Mr. Sueenan. Mr. Ross, you made reference to the fact of dealer 
turnover in your statement to Mr. Roosevelt before. Does your com- 
pany keep Ay Sete on the reasons why dealers leave you? 

Mr. Ross. Yes; we keep the numbers on those that do leave us. 
And our turnover for the year 1954 was 19.8 percent. Now, we also 
were interested, of course, in finding out what percent of those left us 
because of being unsuccessful in the sense of the word that they failed 
as businessmen. And that number is about 2 percent. 

Mr. SHeenan. Well, we as a committee—— 

Mr. Ross. That is where I believe some misunderstanding may be 
brought. Actually, the financial failure, or the man who goes broke 
in our service-station experience, the number is pretty near infinitesi- 
mal when you consider it against the total. It occasionally happens, 
just as it happens in every retail business today, in every line of ink 
ness today, it happens in the service-station business, but the percentage 
that actually leave by reason of being unsuccessful financially and fail- 
ing, using up their assets, and then moving out, is extremely small. 
I do not believe that it is any larger than it would be on close examina- 
tion with other lines of business. 

Now, the big majority of our dealers leave us because they feel there 
is greater opportunity in other areas. They feel they can do better 
elsewhere. 

Mr. SHEEHAN. Well, as a committee, we are vitally interested in 
getting some facts and figures. I wonder if you could submit to the 
committee, without too much expense to your company, a statement 
showing your total dealer turnover for last year. We have heard, in 
round figures, that 33% percent of all dealers fail every year. Like 
yourself, I feel that very few dealers actually fail—they either go into 
other businesses or they have made sufficient money, or they retire. 
When one man steps out of a station that is making money and another 
man steps in, there is no reflection on the business, as such. It is still 
a going business. 

Mr. Ross. That is correct. 

Mr. SHeeHan. I am sure the committee would like to receive some of 
those statistics. 

Mr. Ross. We do not. have a breakdown of the percentage of dealers 
that leave for specific reasons, except the one of business failure. 
That, of course, shows up at the credit level, and we trace it back, and 
we do get that information. We are in the process now of getting 
closer to the reasons why and perhaps at some future date we might 
have that available on a statistical basis that would be dependable. At 
the present time, the best we can give you is our judgment figures and 
approximations; and our approximations I have given you. 

Mr. Roosever. If we could have that, I would appreciate it, Mr. 
Ross. And there is a possibility that we may have 1 or 2 other ques- 
tions, and if so, we will submit them to you in writing. 

Mr. Steep. Mr. Ross, one more question. We had testimony here 
along this line that if a man made a deal with a major oil company to 
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take over a station, he was required to buy the inventory and equip- 
ment of the previous dealer. Then after a period of time, for one 
reason or another, he came to the end of the ways with this company, 
and the company canceled his lease, and upon cancellation, refused to 
require the man who took his place to do the same thing for him that 
he was required to do when he took over. ; 

In other words, he was left “holding the sack,” with some equipment, 
inventory, and things of that sort. 

Now, are you in a position to say whether such a situation ever 
existed with any of your dealers where you, by your own action, can- 
celed the lease? 

Mr. Ross. I couldn’t make an accurate and final statement, Mr. 
Steed. I can give you what our company policy is, that the incomin 
dealer need not buy all of the inventory and all of the facilities an 
equipment of the outgoing dealer. He can select that which he feels 
is good value to him, which is serviceable and useful, which is current 
salable merchandise, and not old stock, and likewise equipment. He 
is not bound by any personal choices, or, shall we say, idiosyncrasies 
of the former dealer who might have equipment that would have a 
very limited benefit to the incoming dealer. We do not atempt to 
control it in the move-out or move-in. It is a matter of personal 
choice. We try to be helpful in helping the outgoing dealer to dispose 
of it within the limit of reasonable values, but there are no require- 
ments. 

Mr. Roosevett. Thank you very much, Mr. Ross. 

We appreciate your patience with the committee, and we have en- 
joyed having you as a witness. 

Mr. Ross. I was very glad to be here. 

(Exhibits A, B, and E and affidavits supplementing the testimony 
of Mr. Ross are as follows :) 


PxuHisit A. STATEMENT OF Poticy Invoictne STanpaRD Ort Co. (INDIANA) 
RELATIONSHIP WITH DEALERS 


(Issued to all divisions February 17, 1939; reissued to regional managers 
January 11, 1955.) 

In 1889, just 50 years ago, our company was incorporated and commenced 
business. It would serve no present purpose to review the past, save as it may 
reflect upon the present. It does seem, however, that this would be a most 
appropriate time for a brief, but frank, statement upon the part of the company 
to those who have contributed so largely to its success, namely, its dealers. 
There is no group of customers as important to the welfare of the company as 
the dealer. The dealer is in reality more than a customer; he is, indeed, the 
only present link between the company and that large group of service-station 
customers known as the public. To that extent he is a representative of the 
company in the area where he operates. 

Such success as may have come to us through our own efforts may be attributed 
to the fact that we have always been conscious that we are engaged in a busi- 
ness that is vital to the welfare of the people of the country, i. e., producing, 
refining, transporting, and marketing petroleum products. That in the admin- 
istration of our business: we have been ever mindful of our responsibility to 
produce good products and make them available at fair prices to the consuming 
public. To accomplish this it has been necessary to maintain a constant interest 
in the welfare of our dealers who have cooperated with us in rendering a service 
that has made “Standard service” synonymous with good service and in making 
our products conveniently available throughout the area we serve. 

Because of changes in economic conditions resulting from legislation and 
other factors, and because of a desire ofttimes expressed by a substantial portion 
of our service-station operators and dealers, we leased all of our company-owned 
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service stations to individuals late in the year 1936, and concurrently abandoned 
control of retail operations and of retail prices, which, since that time, have 
been governed and established by the dealers themselves. 

Many unusual conditions and developments followed our retirement from the 
retail field. Some dealers were influenced to adopt unsound business practices, 
which have seriously affected both their business volume and net profits. Some 
were so influenced from want of merchandising experience, some did so at the 
solicitation of others, and some did so as an experiment. It has been both 
interesting and informative for our company to watch from day to day, from 
week to week, and from month to month, these developments. I am sure each 
dealer would consider the company most unmindful of the welfare of its custom- 
ers if we did not from time to time give the dealers the benefit of what these ob- 
servations have taught us. Neglect in this respect would, in our opinion, be detri- 
mental to your welfare and to that of the company itself. In addition to infor- 
mation gathered from observing over a large and varied territory, these dealer 
operations, our company itself has had considerable experience operating service 
stations long prior to the company’s retirement from the retail field. It was 
itself obliged to meet from day to day many of the merchandising problems now 
confronting the dealers themselves. To give you the benefit of our observations 
and experience is only to recognize the inescapable truth that the welfare of 
our company is irrevocably interwoven with the welfare of our dealers. 

It is needless to say that since the preponderance of our gasoline and motor 
oil volume is sold through our dealers, the need for continued mutual confidence 
and understanding is obvious. The dealer’s success is our success. It would 
be extremely unfortunate if the interest which we manifest in our dealers’ wel- 
fare should ever be misunderstood. We know full well that in instances propa- 
ganda, at least in part malicious, has been circulated, which was designed to 
drive a wedge of misunderstanding between the harmonious relationship exist- 
ing between our dealers and this company. It has not thus far met with success, 
and to forestall any such possible result, which we are confident would be mutu- 
ally harmful, is one of the purposes of this statement. No company, much less 
ours, can succeed except by good will, good faith, confidence, and fair dealing. 
We feel it is our responsibility in an educational and suggestive way, to help 
you to succeed. It is not necessary to tell you that volume is a most important 
factor in reducing your operating costs per gallon, nor should it be necessary to 
suggest that neither our nor any other company, nor any other medium known 
to us, can guarantee you a profit. There are, however, certain things in con- 
nection with the operation of a service station which, in our opinion, are essen- 
tial to successful merchandising, and in the interests of perpetuating that under- 
standing and confidence heretofore referred to, which is so essential to our 


mutual progress, we briefly state our policy and purpose as it relates to some 
phases of the dealers’ operations. 


1. GOOD SERVICE 


Good service exerts a far-reaching influence upon customer patronage. We 
therefore will continue to encourage dealers to render the kind of service 
which our experience and surveys indicate their customers like. 


2. STATION CLEANLINESS 


Station cleanliness, particularly restrooms, is a more important patronage 
factor than many dealers believe. The public is becoming increasingly “cleanli- 
hess conscious,” due to the wide publicity given to the hazard of communicable 
diseases which may be spread through the medium of dirty restrooms. We will 
continue to urge our dealers to maintain facilities that are in keeping with their 


— expectations—facilities which contribute to the building of business 
volume. 


3. MERCHANDISING 


The increase in the number of service stations, together with competitive 
Practices, emphasizes the need for dealers applying modern and effective mer- 
chandising methods that will produce for them a balanced product sales volume 
with maximum profit return. We will continue to assist our dealers in develop- 
ing and applying sound merchandising practices that will please customers and be 
productive of increased sales and profits. 
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4. PRICE 


We have no control over the retail price established by our dealers, neither do 
we attempt to exercise any control, To stay in business it is necessary that deal- 
ers make a profit. To make a profit they must retain the confidence and patron- 
age of a sufficient number of customers to produce a satisfactory volume. 

It is generally recognized that one of the primary determinates of business 
volume is a fair price. Over a period of 50 years our company has recognized 
the wisdom of, and made a practice of, adjusting price to meet conditions. We 
would feel delinquent in our responsibility to our dealers if we failed to impart 
to them the benefits of the information which we have obtained through research 
and experience. We would likewise be delinquent if we failed from time to time 
to call your attention to prices being charged by your competitors for comparable 
products in the same vicinity, which factor must and does seriously affect the 
success of your business. All information relating to price is given in the spirit 
of helpfulness with a full realization that our company cannot make a profit 
unless our dealers do, and that We cannot in any event dictate to any dealer. 

Of recent months there has been much agitation among petroleum dealers 
urging the formation of associations of various kinds. This company has not 
and will not either encourage or discourage these efforts. Their activities do not 
as a rule contemplate either the support or the resistance of the supplier. From 
our observation and experience, we would say that there much to be accomplished 
by cooperative effort, but you should make certain that the effort is not directed 
by those who have selfish interests and who would profit most by your profiting 
less. 

We do not believe that coercing, harassing and threatening dealers are ele- 
ments of good Salesmanship, and we will not tolerate such practices. 

We shall continue to offer to our dealers the soundest advice that our knowl- 
edge and experience places us in a position to give, but the establishment of 
prices and operating policies will continue to be the dealer’s responsibility. 

It is our sincere hope that this statement of policy will serve to give you a 
clearer understanding of our policies and purposes. 

In the event rumors come to your attention that are in violation of any of these 
statements, you may be sure that they are not true and we would consider it a 


favor if you would bring them to our attention in order that we may follow 
them to their source. 


ExHtieir B. STaNpDARD Ort Co. (IND.) LoNne-TERM LEASE 
LEASE 


(Form 342-LT) 


This Lease, made this 
between Standard Oil Company, an Indiana corporation, with its principal office 
at 910 South Michigan Avenue, Chicago, Illinois, Lesser, and 
whose addrea@id. 2). bo ee, eee SU SE Sab 2s el ie ieandaas 
Lessee : 

Witnesseth : That 

The Lessor hereby demises and leases to the Lessee the premises situated 
in the City of County of , and State of 

, more particularly described as follows : 


together with the buildings, fixtures, equipment, machinery and appliances, if 
any, located thereon, including among others the following : 


To have and to hold unto the Lessee for a term of ____ years, commencing 

on the —...-- day of , 195_., and ending on the day of 
> 196... 

Lessee may cancel this lease and any renewal or extension thereof, at any 


time by giving Lessor at least thirty (30) days’ written notice of such can- 
eellation. 
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The Lessee hereby covenants as follows: 
1. To pay to the Lessor as rent for the above described premises, equipment, 
and appliances (if any be included), a cash monthly rental, as set forth in Para- 
graph “A” below, plus a rental based upon gasoline gallonage, as set forth in 
Paragraph “B” below, and in any event Lessee agrees to pay monthly a sum 
equal to the minimum amounts set forth in Paragraph “C” below ; 

“A.” For each month during the term of this lease or any renewal or ex- 
tension thereof a cash rental as follows: 


For January Bis saptiith sstesacinetaeeiled For July ie init hatha 
For February OB tiatndeccisierotaas For August Diatedek iether biatitesd 
For March Bi icstipuemnihbisneden For September i ia a at 
For April Bs taich ts teentcrissenmntens nee Arise, ky | ie chinp ee dnmerctoe 
For May es bntkisciitepanebiasanspebcedibes For November NE aS 
For June Gu Distinct cahoots For December ae 

“B.” In addition to the cash monthly rental provided for above, a sum equal 
C0 ete ee eet cent ( ¢) per gallon on all gasoline (not including 


naphthas, stove and lighting gasolines and like products not customarily used 
in motor vehicles) delivered to said service station for resale. 

“C.” For each month during the term of this lease the minimum rental shall 
be as follows: 


For January $ 


, ieaa cheap acpeeiabensih For July i cficaciat a nti 
For February Gh nchbninta tebioriabisken For August It isi ta vacigtth tet 
For March Banistcrdtededve~dutidowds For September eT ae 
For April SD .ctix Srcelaagharetindiatehie For October dint dincttattahees:d avast eae 
For May Be cicssisics Sanpete For November I ai ia ete, 
For June Bon anccaicratn el nkas For December Diets: chee, cteabiee 


The maximum rental payable for the first year of the term hereof shall 
os cates paula ean dollars, and in each succeeding year as follows: second 
FORT ec as SIS UCI NO es eae dollars. 


All rent herein provided for shall be due and payable at the Division Office of 
Lessor at 


ee Ow ewe OO Oona SE Owen eso eee ew eee — wow ewe wee $< eee ew wee wwe oom ww ==» 


as follows: The rental provided for in Paragraph “A” shall be paid semimonthly 
in advance. The rental provided for in Paragraph “B” shall be due at the end 
of each semimonthly period. Sach such payment shall be accompanied by 
Lessee’s affidavit showing the date and amount in gallons of each delivery of 
gasoline for resale made to such service station for the preceding one-half 
month; provided that as to gasoline supplied by Lessor, the rental provided 
for in Paragraph “B” shall be due as and when deliveries for resale are made 
to such service station and paid by Lessee to the individual making such de- 
livery, and as to such gasoline the aforesaid affidavit shall not be required. 
Any rent accruing pursuant to Paragraph “C” shall be due and payable on 
the tenth day of the next succeeding month. 

2. Lessee has examined and knows the condition of said premises and the 
buildings, equipment, machinery and appliances situated thereon, acknowledges 
that he has received the same in good order and repair (except as otherwise 
specified), and that no representations as to the condition or repair thereof have 
been made by the Lessor or anyone representing Lessor. 

3. Lessee will pay all water, light, and other operating expenses and will keep 
said premises, buildings, equipment, machinery and appliances, together with 
the adjoining sidewalks and entrance driveways in good appearance, order and 
repair. He will keep said premises and appurtenances, including adjoining 
areas, alleys and sidewalks in clean, safe and healthful condition, and will 
comply with all Federal, State, and municipal laws, rules, regulations, and 
ordinances with regard to the use and condition of the demised premises. Lessee 
will pay any and all fees, licenses, occupation or privilege taxes upon or with 
respect to the maintenance and use of said premises and equipment or upon or 
with respect to any business, occupation or privilege conducted or exercised 
upon or in connection with said premises as well as any and all taxes upon 
property owned by the Lessee and located thereon. At the expiration of this 
lease, or upon sooner cancellation or termination thereof, Lessee will surrender 
the premises and equipment included in this lease to the Lessor in substantially 
as good condition as when received. ordinary wear and tear, damage by the 
elements or by fire not caused or contributed to by Lessee’s negligence, excepted. 
: 4. Lessor, its agents and employees shall not be liable for any loss, damage, 
Injuries, or other casualty of whatsoever kind or by whomsoever caused, to 
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the person or property of anyone (including the Lessee) on or off the premises, 
arising out of or resulting from the Lessee’s use, possession or operation thereof, 
or from the installation, existence, use, maintenance, condition, repair, altera- 
tion, replacement or removal of any equipment or advertising signs, symbols 
or materials thereon, whether due in whole or in part to negligent acts or omis- 
sions of the Lessor, its agents or employees; and the Lessee for himself, his 
heirs, executors, administrators, successors and assigns, hereby agrees to in- 
demnify and hold Lessor, its agents and employees, harmless from and against 
all claims for such loss, damage, injury or other casualty. 

5. Lessee will not carry on or permit upon the demised premises any offen- 
sive, noisy or dangerous trade, business, manufacture or occupation, or any 
nuisance, nor use the demised premises nor allow the-same to be used for any 
illegal or immoral purposes; it being contemplated that at all times during the 
period of this lease said premises shall- be devoted mainly to the operation 
thereon of a gasoline service station and-the handling,-storage and dispensing 
thereon and therefrom, of motor fuels, motor oils and greases and other petro- 
leum products, and such other products as are customarily handled, sold and 
distributed at a gasoline service station. Lessee will not erect, maintain or 
permit any sign, insignia, or other advertising device upon or near the premises 
herein described which would indicate that Lessor is the owner or operator of 
the business conducted upon the premises herein described. 

6. Lessee will not commit or allow waste to be committed upon the said 
premises, and will not erect on said premises any buildings or structures, or 
make any permanent alterations in or additions to the buildings, structures and 
equipment now situated thereon, without first obtaining the written consent of 
the Lessor; provided that if any equipment included in this lease or otherwise 
furnished by Lessor and used for dispensing petroleum products be used for the 
purpose of dispensing products supplied by-someone other than Lessor, then 
Lessee may, and hereby agrees that before such use he will remove from such 
equipment all globes, decalcomanias, or other things identifying the products or 
name of the Lessor. 

7. Lessee will not assign, mortgage or encumber this lease, or sublet the said 
premises, buildings, equipment, machinery and appliances or any part thereof, 
and will not allow any lien or encumbrance to be placed upon the leasehold inter- 
ests hereby created or any part thereof, without first obtaining the written con- 
sent of the Lessor. 

8. Lessee will keep the service station located on the demised premises open for 
OE AE LOE. coaceusinn gin isannataenmaaial hours each day of the term of this 
lease, excepting Christmas Day and New Year’s Day. 

9. While operating or working at the service station located on the demised 
premises, Lessee and all his employees will wear uniforms suitable for service 
station purposes. 

It is further mutually covenanted as follows: 

10. Lessor shall have no right to cancel this lease or any renewals or extensions 
thereof, except on the following grounds: 

(a) If Lessee fails to perform any of the covenants set forth in Articles 
1 to 7, inclusive, Lessor shall have the right to cancel this lease by giving 
Lessee at least thirty (30) days’ prior written notice of cancellation setting 
forth the nature of the default, provided that with respect to the first default 
only, for which notice is given by Lessor, said default and notice thereof 
shall not result in a cancellation of this lease, if before the effective date 
of said cancellation, Lessee completely remedies the default stated in 
said notice, and Lessor is notified thereof. 

(b) If Lessee ceases operation of the service station on the demised 
premises for a period of more than forty-eight (48) continuous hours, with- 
out first obtaining the written consent of Lessor, Lessor shall thereupon have 
the right to cancel this lease without notice. 


11. On the termination or cancellation of this lease or any renewal or exten- 
sion thereof, Lessor at any time thereafter shall have the right at Lessor’s elec- 
tion, either with or without process of law, to enter upon the premises herein 
demised and take possession of the same, together with all buildings, machinery, 
equipment, and appliances, and remove any merchandise and other personal 
property situated thereon, including the right to use such force as may be neces- 
sary to effectuate the actual possession thereof in Lessor, and such entry shall 
not be regarded as a trespass or be sued for as such or be regarded as in any 
way unlawful. Lessor in addition thereto, may sue for and recover all damages 
accrued or accruing under this lease, or arising out of any violation thereof, and 
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Lessor may so sue and recover without declaring this lease void or entering into 
possession of the premises. Lessor may pursue any other remedies for the viola- 
tion of this lease or any of its covenants by the Lessee. The above enumerated 
remedies are concurrent and are at the option and discretion of the Lessor, and 
the pursuit of any one shall not amount to an election or bar the pursuit of any 
other remedies whether or not enumerated herein. 

In the event the Lessee shall hold over beyond the expiration of this lease, such 
holdover tenancy shall be a month-to-month tenancy only. 

12. This lease is personal to the Lessee and shall automatically terminate, with- 
out notice, entry or any other action whatsoever on the part of Lessee or Lessor. 
in the event of the death or insanity of Lessee or if Lessee shall be adjudged 
bankrupt or insolvent by any court, or shall make an assignment for the benefit 
of creditors, or if the interest of Lessee under this lease shall be levied upon or 
shall, operation of law, become vested in another person, firm or corporation, or if 
a receiver shall be appointed for Lessee or the interest of Lessee under this lease. 

13. The Lessee may, upon the expiration of this lease or upon its sooner termi- 
nation or cancellation, remove any and all equipment, tools, fixtures, containers 
or machinery belonging to the Lessee and placed or installed by the Lessee upon 
the leased premises, provided that Lessee at that time is not in default under the 
terms of this lease. 

14. None of the provisions of this lease shall be construed as reserving to the 
Lessor any right to exercise any control over the business or operations of the 
Lessee conducted upon the leased premises or to direct the manner in which any 
such business or operations shall be conducted, it being understood and agreed 
that so long as the Lessee shall use said premises in a lawful manner as herein 
provided, the entire control and direction of such activities shall be and remain 
with the Lessee. 

15. The waiver of any breach of any covenant, condition or stipulation container 
herein shall not be taken to be a waiver of any subsequent breach of the same or 
any other covenant, condition or stipulation. Any failure of the Lessor to enforce 
rights or seek remedies upon any default of the Lessee with respect to the obliga- 
tions of the Lessee hereunder, or any of them, will not prejudice or affect the 
rights or remedies of the Lessor in the event of any subsequent default of the 
Lessee. 

16. Lessor is a tenant and not the owner of the above-described premises and 
does not warrant that it has the right to possession thereof. If Lessor’s tenancy 
shall terminate at any time, for any reason whatsoever, then and in such event, 
this lease shall terminate at the same time and both parties shall be relieved of 
all obligations hereunder, except the obligation of the Lessee to pay rent and other 
charges and obligations theretofore accrued. 

(Paragraph 16 is inoperative if the demised premises are owned by Standard 
Oil Company. ) 

17. This lease shall not be modified or amended except in writing. No obliga- 
tion, agreement or understanding shall be implied from any of the terms and 
provisions of this lease, all obligations, agreements and understandings with 
respect to the leased premises being expressly set forth herein. 

18. Any notice provided for herein shall be considered as properly given as of 
the date of mailing if sent by registered mail duly addressed to either of the 
parties at his address as shown in the first paragraph of this lease. 

19. This lease shall not be binding upon the Lessor, nor shall any delivery of 
possession to or acceptance of rent from the Lessee bind the Lessor under this 
lease or otherwise, unless and until this lease shall have been signed on behalf of 
Lessor by or at the direction of the Manager of the Division in which said 
premises are located. 


In witness whereof, the parties hereto have caused these presents to be executed 
the day and year first above written. 


Signed in presence of : STANDARD Ort COMPANY 
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Exuisir E. STATEMENT OF PoLticy INVOLVING STANDARD Orn Co, (INDIANA) 
RELATIONSHIPS WITH DEALERS, OcTOBER 21, 1952 


STANDARD OIL COMPANY, 
Chicago 80, October 21, 1952. 


Department correspondence. 

File: WHM. 

Subject : Statement of policy involving our relationships with dealers. 
Personal. 

Dear Str: We recently received a complaint from ‘the president of a concern 
making and selling auto accessories competitive with those which we market 
under the Atlas brand. The substance of the complaint was that one of our sales- 
men ordered a dealer to get rid of the competitive products he had purchased, 
pasted an Atlas sticker on the front of the cabinet containing the competitive 
product, and warned the dealer not to buy or sell any more of that product. The 
complainant has refused to disclose either the dealer’s or the salesman’s name. 
Consequently, we have been unable to verify the facts set forth in the complaint. 

We find it hard to believe that the complaint is justified or that the facts set 
forth are true. This is because we have repeatedly made known to you, and 
through you to everyone in the reseller department, our firm belief that co- 
ercing, harassing, and threatening dealers are not elements of good salesmanship, 
and we must not tolerate such practices. 

We are confident that those who have been in the reseller department for 
some time are thoroughly familiar with our views with respect to this subject. 
New employees, and others transferred or promoted to any position in that de- 
partment, must be made aware of, and fully understand, our policy regarding 
sales solicitation for dealer business. 

Late in the year 1936, we leased all of our company owned and operated service 
stations to individuals and abandoned entirely all control of retail operations 
and retail prices at those locations. Since that time, it has been our intention 
that all of our dealers shall be in truth and in fact completely independent bus- 
inessmen, buying when, where, and as they choose and being solely responsible 
for the prices at which they resell. 

Many of the merchandising problems now confronting our dealers from day 
to day are the same problems our company was obliged to meet prior to leasing 
locations for dealer operation. Therefore, we are sure dealers would consider the 
company most neglectful if we failed to offer them the benefit of that experience 
in addition to other observations and information gathered from other dealers 
over the large marketing area in which we operate. But offering advice and 
Sales help to dealers is one thing; the use of coercion, harassment and threats 
is quite another. It is the latter that we cannot and must not tolerate in our 
sales organization. 

The high quality of Standard products and Atlas merchandise offered for 
sale at a fair price, in addition to many other sales tools, point-of-sale advertis- 
ing and training afforded our salesmen and dealers, places our salesmen in the 
position of being the best informed and equipped salesmen soliciting business 
from our dealers. 

The dealer’s success is our success, and the need for continued mutual confidence 
and understanding is obvious. 

Standard Oil salesmen can and must compete in fair competition with sales 
representatives of other suppliers. 

The use of corecion, harassment, and threats with respect to the sale by our 
dealers of competitive products can only lead to corrective legal action by law 
enforcement agencies, such as was experienced recently by Standard Oil Company 
of California. Only you and the members of the reseller department can prevent 
such consequences by strict adherence to the policy we have established. 

We suggest that, at your next reseller salesmen’s control meeting, and at certain 
meetings thereafter, you discuss this subject thoroughly, and with all new per- 
sonnel placed in reseller sales positions from time to time. 


Yours truly, 
A. C. SAILSTAD. 


STATE OF ILLINOIS, 
County of Cook ss: 
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AFFIDAVIT OF JAMES W. Ross Re StTanparp Ort Co. (INDIANA) ESTABLISHED 
TANK-WAGON Price CHANGES DuRING 1954 










James 'W. Ross, being first duly sworn, deposes and says that among other 
price reductions made by Standard Oil Co. in 1954 were the following : 

Effective September 20, 1954, Standard Oil Co., an Indiana corporation, reduced 
its established dealer tank-wagon price for Red Crown gasoline at various 
loealities in the following States in the following ranges: 








| 


| 
State Number of bulk | Range of reduc- 
plants affected tion 


Cents 
Northe Doabietite as. S55 ssugsewes Subs bs see -cwsbacws = 3b45- seeds Bea 301 0.4 to 1.0 
Saunt le TAI aig en Be + chee ites itleds -vebineet<skinase+tenaee 179 3to10 
Pe aioe nace ee  necenc atnealy~onsipeertabesoremmneetnca tt 349 3 to 10 
TOWR. « cote wncaweesst ec ee Eb Ra 5 sa he pl 104 6 to 1.3 











Effective December 1, 1954, Standard Oil Co. further revised its prices in the 
foregoing areas involving established dealer tank wagon price reductions in 
various localities in the States mentioned as follows: 


| Number of bulk | Range of reduc- 
State plants affected tion 














Cents 
North Dektaes .2.5-sisa~ ines -eriaimsh sin tials niall to Ae te 87 0.1 to1.3 
Sorsth D is in nttndagaii snob >oenae ssn dilapagpnnetemathustedne 181 .1 to1.4 
Erie cid tehdna ceeds apie Sitting <tinbanoostinnesecesbeugunene 164 -1 to1.3 
Jowe... ote. Ju A ee, SE ee a a a. 457 -1t0 1.6 












Effective September 20, 1954, Standard Oil Co. reduced its consumer tank wagon 
price at 154 different localities in the State of Wisconsin in amounts varying 
from 0.3 cent to 1.3 cents. 

Effective December 10, 1954, Standard Oil Co. reduced its established dealer 
tank wagon price for Red Crown gasoline at 159 bulk plants in the State of 
Wisconsin in amounts varying from 0.1 cent to 1.1 cents. 

JAMES W. Ross. 
Subscribed and sworn to before me this 17th day of June, 1955. 


[SEAL] H. H. FInneGan, 


Notary Public. 
My commission expires February 5, 1956. 


















STATE OF ILLINOIS, 
County of Cook ss: 


AFFIDAVIT OF JAMES W. Ross RE GASOLINE SALES FoR 1950 AND 1951 ar STanp- 
ARD Orn Co. (INDIANA) SERVICE Station No. 5030, GRAND RIVER AVENUE AND 
McNicHoits RoaD, Derroit, MIcH. 


, James W. Ross, being first sworn, deposes and says : 

That gasoline sales for the year 1950 at Standard Oil Co. service station No. 
5030, located at Grand River Avenue and McNichols Road in the city of Detroit, 
Mich., amounted to 253,642 gallons. 

Deponent further says that gasoline sales at said service station for the year 
1951 amounted to 252,224 gallons, a reduction of 0.6 percent as compared with 
sales for the year 1950. 

Deponent further says that gasoline sales for the year 1951 at all Standard Oil 
Co. owned service stations in the Detroit sales division exceeded sales for the 
year 1950 by 9.9 percent. 

Deponent further says that gasoline sales for the year 1951 at all Standard Oil 
Co. owned service stations located within a 2-mile radius of service station No. 
5030 or serving the arterial traffic on Grand River Avenue in the city of Detroit, 

65262—55—pt. 1-47 
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Mich. in the same manner of service station No. 5030 exceeded sales for the year 


1950 as follows: 
Percentage increase 
in sales in 1951 


Service Station: compared with 1950 
No. 5048, Grand River and Schoolcraft 
No. 5127, Grand River and Dundee 
No. 5265, Fenkel and Burt 
No. 5114, Grand River and Quincy 


(Service station No. 5664, Schoolcraft and Burt Roads, is not included in the 
above list since it was not in operation prior to the year 1951.) 

Deponent did not testify, and does not assert, that these gallonage figures by 
themselves were responsible for the failure to renew Thomas Hipple’s lease. 
Rather depondent’s testimony was that Mr. Hipple became interested in another 
station and “After a period of time we noticed an indifference of operation in 
his own station quite in contrast to his former performance, and we found the 
business was gradually drifting to the other station, to other brands.” 


JAMES W. Ross. 


Subscribed and sworn to before me this 17th day of June, 1955. 

[SEAL] H. H. FINNEGAN, 
Notary Public. 

My commission expires February 5, 1956. 


AFFIDAVIT OF Louis G. KIRCHMER 
STATE OF MISSOURI, 
County of St. Louis, ss: 

I, Louis G. Kirchmer, being first duly sworn, do depose and say as follows: 

I have been employed by the Standard Oil Co. for the past 20 years. Since 
November of 1946 I have held the position of reseller salesman in the St. Louis, 
Mo., division of that company. 

During the latter part of August or the first part of September 1954, I was 
given the assignment of determining whether Mr. A. T. Friedhoff, lessee of a 
Standard Oil service station located at 8500 Natural Bridge Road in the village 
of Bel-Nor, Mo., needed a CPA allowance to meet competition in his area. To 
determine this it was necessary that I check the prices which service stations 
in competition with Mr. Friedhoff were charging. I did so by checking prices at 
the pumps. 

I did not at any time contact or talk to anyone at Faller’s Cities Service at 8482 
Natural Bridge, or Bob’s Shell Service at 8730 Natural Bridge. I did, however, 
drive upon the premises of these two stations to check the posted retail prices on 
the pumps. I had no conversation with anyone while doing so. I did not at any 
time try to induce any competitive station to lower their prices, Insofar as Fried- 
hoff was concerned, my only interest was to assist him by means of a CPA agree- 
ment to meet his competition and retain his customers. 

Louis G. KircHMER. 

Subscribed and sworn to before me, a notary public in and for said county and 
State, this 16th day of May 1955. 

[SEAL] OLIvER C, FISHER. 


My commission expires the 12th day of December 1955. 


: Mr. oy This is Mr. S. C. Bartlett, vice president of the 
exas Co. 

Mr. Bartlett, we are glad to have you here. Will you raise your 
right hand and be sworn. 

Do you solemnly swear that the testimony that you are about to 
give before this committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Bartierr. I do. 


TESTIMONY OF S. C. BARTLETT, VICE PRESIDENT, THE TEXAS CO. 


Mr. Roosreverr. Mr. Bartlett, you go right ahead, and we will 
follow along with you. 
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Mr. Bartierr. My name is S. C. Bartlett. I am vice president in 
charge of domestic sales for the Texas Co., with headquarters in New 
York. ; 

I have been quite interested in the investigation and study by this 
committee relating to oil company distribution practices, and appre- 
ciate this invitation to present our views. 

I understand the committee has received complaints alleging coer- 
cion, discriminatory, and related practices on the part of oil compa- 
nies which are claimed to have destroyed the independence of gaso- 
line-station operators as small-business men. It now proposes first, 
to determine whether such charges are true; second, if the charges are 
true, to determine whether these small-business men have a present 
remedy under our laws and whether it is being enforced by the proper 
Government agencies; and, third, to recommend legislation if it finds 
both that the charges are true and that no adequate remedy exists 
under the present law. I sincerely hope I may be of some assistance 
to it in reaching satisfactory conclusions as to each of these objectives. 

The facts about oil companies are of almost infinite variety. They 
differ from one segment of the industry to another, from State to 
State, and from company to company. 

And they keep on changing as they involve varying personalities 
of thousands of men. I shall endeavor today to outline the pertinent 
policies of only the Texas Co. 

The company markets petroleum products in all of the 48 States, 
having commenced as a small business more than half a century ago. 
During these five decades, the Texas Co. has done much to create and 
foster the growth of many small businesses, both wholesale and re- 
tail. At the present time the products of our company are distributed 
through more than 38,000 retail outlets, all except 4 of which are 
operated by independent businessmen. 

We do not control the operation of these outlets. We do, however, 
endeavor to demonstrate to the dealers that it is good business to ren- 
der courteous and efficient service to motorists, and to maintain clean 
and presentable facilities for this purpose. 

The success of the Texas Co. as a marketer of petroleum products 
is linked difectly to the success of its dealers, and it is therefore di- 
rectly concerned with their business welfare. This interest in its 
dealers is indicated in part by the variety of services and assistance 
the company extends to them. Texaco dealers receive the benefit of 
our national advertising in magazines, on television, on radio, and 
through the use of billboards and newspapers. Assistance is available 
on such phases as merchandising, service techniques, and business 
management through the media of meetings, sales and service con- 
ferences, and counsel. 

Sales promotion programs and other material designed to help 
Texaco dealers are likewise offered—at a considerable cost to the com- 
pany. 

The Texas Co., in the creation and development of small businesses, 
has made very substantial investments in retail outlets. At the 
present time we have over 8,700 service stations in the United States 
which we either own or on which we hold long-term leases, 

Mr. Arnot. Yow said you had some 38,000 retail outlets? 

Mr. Bartterr. Yes. 


Mr. Arnotp. Would the balance over 8,700 be outlets owned by the 
operators themselves ? 
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Mr. Barrierr. By the operators themselves, or by our distributors, 
or by our distributors’ dealers 

These outlets represent investments of many millions of dollars. 
The facilities represented by these investments as been turned over 
to individuals under lease for operation as independent dealers. New 
outlets are created principally in areas of the country where the 
population is growing, on new highways, and in connection with new 
shopping centers. These new retail outlets are established through 
sound business procedures, it never having been the policy of this 
company to select a new service station location which could not stand 
upon its own merits as a profitable outlet. 

In every case, the potential business to be sought has been weighed 
against the estimated cost of operation, rental, taxes, depreciation of 
equipment and facilities, and general maintenance, as well as other 
incidental expenses. I cannot emphasize too stron ly that at no time 
has the Texas Co. established any retail outlet for the purpose of 
creating, starting, or participating in a price war. 

With respect to some ‘mphcatiens in the testimony before this sub- 
committee that the Texas Co. endeavors to control the operations of 
its dealers and the type of merchandise they purchase, the company’s 
policy in this respect is clear and definite. As stated previously, we 
exercise no control over the operations of dealers selling our products 
and we have no exclusive requirements in agreements with such 
dealers. 

We do counsel with and continually endeavor to assist them to 
establish and maintain superior service to their customers, maintain 
an adequate and balanced stock of fast-moving merchandise, including 
tires, batteries, and accessories. We also encourage them to improve 


their methods of merchandising so that they will be able to take full 
advantage of the profit potentialities available to them through good 
service-station operations, and to expand their business beyond the 
sale of porta products. 


The Texas Co. does not itself sell tires, tubes, batteries, or other 
automotive accessories. Texaco dealers purchase such items from 
whatever source they choose. But, the company does recommend 
to its dealers that they sell the nationally known lines of Firestone 
and Goodrich. 

The TBA merchandise lines and merchandising policies of both 
Firestone and Goodrich offer many advantages to dealers, and include 
a complete line of high-quality automotive products to meet prac- 
tically all the needs of the motorist. These lines have national accept- 
ance, are backed by extensive national advertising, and are distrib- 
uted in all 48 States, with sales and delivery service available through 
more than 1,200 supply —— and through dealer-operated stores. 

Mr. Roosrveur, May I interrupt you there? 

Mr. Barrett. Yes. 

Mr. Roosrvett. Does the company receive an override on the Fire- 
stone and Goodrich products sold through Texaco stations? 

Mr. Bartierr. It does. We have a commission arrangement. 

Mr. Arnoip. Will you state when that commission arrangement was 
first: started ? 

Mr. Bartierr. It has been in effect for some years. I cannot tell 
you the exact date. 

_ Mr. Roosrvert. Do you get the same commission or override no 
matter where the Texaco dealer may make his purchase? For in- 
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stance, suppose the Texaco dealer makes his purchase directly from 
a Firestone or Goodrich dealer and does not order it through the 
Texaco Co., do you still get the same amount of override? 

Mr. Bartiett. None of this merchandise is ever ordered directly 
through the Texas Co. The orders are placed directly by our dealers 
with Firestone or Goodrich. They do not go through our records. 

Mr. Roosevett. They identify themselves as Texaco dealers in order 
that you may get the override? 

Mr. Barrier. Yes, they have to identify themselves for that pur- 
pose ; that is right. 

Mr. Roosrevetr. Suppose they didn’t buy them directly from a Fire- 
stone or Goodrich dealer outlet, but through some independent source, 
would you still get the credit for them ¢ 

Mr. Barrett. Well, the tire companies have certain arrangements 
in effect whereby some of their key dealers do render this service of 
delivery to our accounts. Now, if the merchandise moved through 
some account that we had no knowledge of or which was not set up 
on the records, we probably would not get credit. 

In applying this policy, however, the importance of respecting the 
independence of the Texaco dealer and his right to exercise his free 
and independent judgment with respect to the brand and quantities, if 
any, of merchandise he will handle is stressed throughout our organ- 
ization. 

The Texas Co. recognizes the problems now under consideration by 
this subcommittee in relation to the turnover of gasoline service- 
station dealers and to dealers who have failed in business. This is 
costly both to the individual dealer and to the supplying company. 
We feel that some of the best answers lie in a closer working relation- 
ship between suppliers and dealers, the exercise of good business judg- 
ment, and the application of sound merchandising principles to build 
more stable service-station operations. 

It is well known that at present many service-station operators fail 
to obtain their potential share of the business available in the neighbor- 
hood, not only on gasoline but on other items, through failure to 
offer many of the safety and car-maintenance services which are not 
only in the dealer’s interest but which the motoring public wants 
and needs. 

The Texas Co. has generally enjoyed very good relationships with 
the dealers selling Texaco products. This is best evidenced by the 
more than 15,000 dealers who have been selling our products for more 
than 10 years, and the approximately 6,000 dealers who have been 
selling such products for more than 20 years. As a matter of fact, 
there are over 2,900 dealers who have been selling Texaco products for 
more than 25 years, and 1,035 for more than 30 years. 

Mr. Roosrvett. May I interrupt there. This statement has been 
made many times over by various company representatives, that you 
stressed. How do you stress it? Have you any evidence that you can 
submit to the committee in printed or written form as to the manner in 
which - stress it? 

Mr. Bartietr. We have written letters from our headquarters offi- 
ces, and they in turn have been written down to our field officers. 

7 a — Would you be good enough to submit such factual 
vidence 


_ Mr. Bartiert. I will see that you receive a copy of the letter of 
instructions to the field. 
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The Texas Co. recognizes that in order to stay in business dealers 
should be competitive, and from a sound business standpoint, they 
must be competitive if they are to continue to survive. 

It recognizes too that when a price war breaks out, if Texaco dealers 
attempt to sell at prices substantially higher than the prevailing price 
in the same neighborhood, their volume is bound to dwindle and, ulti- 
mately, they will be forced to operate at a loss. No businessman can 
operate at a loss over a long period of time and stay in business. The 
Texas Co. feels it has an obligation to its dealers to help them stay 
in business and operate successfully. It has, accordingly, adopted a 
policy of granting special allowances to Texaco dealers who are forced 
by competition to reduce their prices to the point where they do not 
have sufficient margin to enable them to operate profitably. 

Mr. Arnoip. Now, do you also give the special allowance to any 
operator who initiates a price war, so to speak, or who first lowers 
his price? 

Mr. Bartietr. We give an allowance to assist our dealer in meeting 
competition. 

Mr. Arnoip. Suppose you had a Texaco dealer who lowered his 
price 3 cents, then a price war developed, would you give him the same 
allowance that you gave the other dealers? 

Mr. Bartierr. There would be no need to give it to him, because 
there would be no competition requiring us to give it to him or making 
it seem desirable. 

Mr. Arnoxp. In other words, he wouldn’t need it because he was 
competitive for other reasons, he had low costs or better services? 

Mr. Bartiettr. These allowances are made at the request of these 
individual Texaco dealers, that is the point of origin for them. They 
are only given after each case is thoroughly considered from every 
possible angle and the full facts sent to headquarters. 

Mr. Arnoxp. If one dealer wants an allowance, but you think he 
doesn’t need it because it doesn’t fit in with your theory of competition, 
as the other dealers must be more efficient, do you still give it 
to him? 

Mr. Bartuerr. Each case is studied on its own merits, each one of 
these is submitted not only to our division offives, but to our territorial 
offices, of which we have four in the country. 

Mr. Rooseveur. In deciding that need as the request. is submitted, 
what factors do you take into consideration, his margin of profit in 
the overall operation of his station, or just in the gasoline end of it, 
or just what ? 

Mr. Bartietr. Principally in the gasoline end of it. And the 
greatest reliance is placed on the competition that is within his imme- 
diate area, and we obtain direct evidence of his competition. 

Mr. Roosevett. But it is subject, then, to a decision by the company 
as to whether the individual dealers receive the same assistance as a 
dealer, let us say, that may be fairly close by? 

Mr. Bartriettr. That doesn’t necessarily—we give the assistance that 
we think the individual dealer requires in meeting the competitive 
situation that he faces immediately about him. 

Mr. Roosrvenr. I know, but each situation is decided on its own 
merits by the company ? 

Mr. Bartierr. Yes, sir. 


Mr. Arnoxb. To follow that new course would give different types 
of allowances to different dealers? 
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Mr. Barrietr. You mean in different amounts? 
Mr. Arnoup. Yes. 


Mr. Bartuett. That is true. 

Mr. Arnotp. So the allowances would be discriminatory, or course, 
unless justified by circumstances. 

Mr. Steep. Are you saying that in sizing up an individual dealer’s 
case in a price-war area that the factor you are trying to arrive at is 
a stay-in-business situation for that individual? 

Mr. Bartuerr. Yes; just for him to survive during the price dis- 
turbance, it doesn’t continue beyond that, there would be no necessity 
for it. 

Mr. Streep. You are trying to make whatever adjustment is neces- 
sary to keep the dealer in business? 

Mr. Bartierr. Yes, sir, 

Mr. Roosevett. But that subsidy may differ between individual 
dealers. 

Mr. Bartuerr. Yes, each one is treated on its individual merits. 


Mr. Arnoitp. You don’t base that on your own costs but on the 
dealers’ needs? 


Mr. Bartietr. The dealers’ needs. 

Mr. Arnowp. I don’t mean to be argumentative, but isn’t that a 
patent violation of the Robinson-Patman Act? 

Mr. Bartietr. We don’t feel so. Our legal department has ex- 
amined this whole plan, and it has our approval. 

My counsel points out that the allowances vary between the com- 
petitive situations that our dealers have to meet in the various loca- 
tions, because a dealer in one location might have a different competi- 
tive situation facing him than a dealer in another. 

Mr. Sreep. Suppose a dealer lost 5,000 gallons in 1 station, and 
down the road he lost 5,000 gallons, would you consider that 

Mr. Bartietr. The fact that both of them were losing business 
would indicate the need for some kind of relief. 

Mr. Streep. The loss of business he sustained in the price war would 
have to be a determining factor in your evaluation of his profit? 

Mr. Barttetr. If the dealer is losing volume or has an immediate 
prospect of losing volume, we give consideration to it. 

Mr. Roosevett. Does the company maintain records of the amount 
of assistance given to individual dealers? 

Mr. Bartiterr. Yes, we do. The granting of such special allow- 
ances, of course, on a temporary rather than a fixed basis, and the 
amount of the allowances are determined by the circumstances in- 
volved in each individual situation. 

In this connection I want to emphasize that no allowance is granted 
to a dealer until required by competitive conditions, and no allow- 
ance has been granted at this time or any time to a dealer on the 
condition that he must resell Texaco products at a given price. 

Mr. SueenHan. When you say that the dealer needs a sufficient 
. Margin, has your company decided on any amount or pennies per 
gallon that the average dealer needs to break even? 

Mr. Barttetr. Not any different net amount; no, sir. It will vary, 
I think, between areas, because of different labor costs, different costs 
of operation, we have no definite figure. 

Mr. Sueenan. You determine that in an area? 

Mr. Bartierr. That is right. 
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Mr. SuHeenan. Is there any area that you know of where you know 
it is either 4 cents or 5 cents or 7 cents per gallon that they need over 
and above the cost? 

Mr. Barruerr. I can’t recall any definite area. I believe those fig- 
ures have varied between 414 cents, in that area, maybe higher or 
maybe lower. 

Mr. SuHeenHan. That is all. 

Mr. Barrietr. We do not extend to any dealer any aid, assistance, 
concession, or benefit if we feel it would only encourage a price war. 
We hold to the opinion that price wars are not in the best interest of 
our dealers, ourselves, or the general public. 

There have been several references to the Texas Co. in the testi- 
mony before the subcommittee. In order to clarify and correct an 
erroneous impressions which may have been created by such testi- 
mony, I wish to refer briefly to several of such instances. 

The first is the testimony of Mr. Don C. Lynn, a competitive re- 
brand dealer, of Baldwin Park, Calif. A Texaco station was built 
across the street from him which he infers was built to start a price 
war with him. This is certainly not correct. This service station 
in Baldwin Park was actually established to give Texaco distribu- 
tion in an area where distribution was lacking. 

Mr. Arnowp. We have insisted with all the operators that all the 
testimony that they give not be hearsay. Of course, we can adjust 
this rule. But I would like to ask you on what basis he received this 
information. 

Mr. Bartierr. We received written reports from our West-Coast 
company. 

Mr. Roosevett. I think Mr, Bartlett is speaking for the company; 
T don’t think that is hearsay. 

Mr. Bartierr. This service station in Baldwin Park was actually 
established to give Texaco distribution in an area where distribution 
was lacking. Mr. Lynn’s testimony indicates that he was at all times 
selling gasoline below the price of the Texaco gasoline being sold 
across the street. At one point he had a price advantage of 7.7 cents 
per gallon, yet he would suggest to this committee that the dealer 
operating the Texaco station opposite him should not have reduced 
his price. You gentlemen can appreciate how little gasoline would 
have been sold through this Texaco outlet at a price 7.7 cents higher 
than the price Mr. Lynn was posting across the street. Yet, Mr. 
Lynn suggests the Texaco dealer started a price war by reducing his 
price, despite the fact that this reduced price was 2 cents per gallon 

1igher than the price at which Mr. Lynn was then selling. 

Investigation of the statements made by Mr. Gene R. Blane in 
connection with his lease on a Texaco service station at Temple City, 
Calif., which he operated for a period of 6 months, discloses that there 
is no real basis for his claim that he was forbidden to carry competi- 
tive oils and that the company controlled the manner in which he 
operated his station. Mr. Blaney actually admitted in response to 
an inquiry by the chairman that his situation basically went back to 
the fact that he pot in debt because he was not able to sell enough 
gasoline. He voluntarily gave up operation of this station, turned 
over the keys to the local Peas representatives, and walked off the 
premises. valk 

The testimony of both Messrs. Lynn and Blaney implies that sup- 
plying companies were nsible for price wars because they per- 
suaded their dealers to reduce prices and assisted them with special 
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allowances todo so. On the other hand, there is also the implication 
that suppliers are at fault because in some instances they do not assist 
their dealer with special allowances, and, therefore, the dealers suffer 
a loss in volume. 

Mr. Roosevetr. Mr. Bartlett, at that point, in relation to Mr. Lynn’s 
testimony as to thé situation, when the price was reduced by the 
Texaco dealer, did you at that time give any assistance to the Texaco 
dealer ¢ 

Mr, Bartierr. We did. 

Mr. Roosevert. You did? 

Mr. Bartietr. Upon his request. 

Mr. Rooseve.r. On the other hand, you have justified your state- 
ment that you got down to 2 cents above here as being just sort of 
anormal situation where you would just be 2 cents above. And it seems 
to me that the testimony is somewhat contradictory. 

Mr. Barrett. I don’t quite understand, Mr. Chairman. 

Mr. Roosrve.t. You have testified that Mr. Lynn had no grounds 
for his complaint to this committee that you had instigated a price 
war, because you said it was not instigating a price war when you 
brought your price down to 2 cents above his. 

Mr. Barriett. That is right. 

Mr. Roosrverr. At that same time you assisted him in bringing it 
down by giving him a subsidy in order to enable him to do so. 

Mr. Barrietr. He could not have done so without our assistance. 
He made a request of us that, considering the local competitive condi- 
tions, we assist him in sorhewhere near meeting or better meeting the 
competition with which he was faced. We considered that very care- 
fully, and finally concluded that he did need assistance in meeting 
this very adverse price condition immediately across the street. So 
we afforded him some assistance, and he was then able to reduce his 
price within 2 cents of the ee that was being maintained across the 
street. We simply assisted our dealer, who was in dire straits, to 
be somewhere nearly competitive. 

Mr. Roosevett. In other words, without reducing your tank price 
you gave him assistance in order to meet competition across the street ? 

Mr. Barrtert. Yes, sir. 

Mr. Roosevect. And this same assistance was not a policy or was 
not given to other stations in the area. 

Mr. Bartietr. Other stations did not request it and we did not 
give it. 
~ Mr. Roosevetr. All right. Thank you. 

Mr. Bartietr. This is something of a paradox, indicating that the 
supplying companies are somewhat at fault whether they do assist 
their dealers to meet. competition or whether they do not render such 
assistance. 

I want to ee here that the Texas Co. is opposed to the eco- 
nomic waste inherent in price wars and does not foster or promote 
price wars. The company does recognize that price wars represent a 
_— of competition with which the oil industry is frequently con- 

ronted and intends, as a matter of policy, to keep its wholesale prices 
competitive and to render such assistance to those dealers selling its 
products as may be necessary and proper to enable them to meet 
competitive retail prices and continue in business. 

In conclusion, it is my view that legislation is not the answer to or 
the cure for any of the problems I have discussed. I greatly appre- 
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ciate the time the subcommittee has given to me and earnestly hope 
I have been helpful. 

Mr. Roosevett. Thank you very much, Mr. Bartlett. You most 
certainly have been. : . 

I have one question I would like to ask you. I believe you testified 
that you had roughly 38,000 retail outlets, and 8,700 service stations 
on which you own or hold long-term leases, which would come out 
slightly less than 25 percent. So it would not seem to me on the basis 
of those figures that it was a function necessary for the oil companies 
to be in the position of actually controlling the lease or owning the 
real estate upon which these stations were situated, upon your own 
figures. Don’t you agree with that? 

Mr. Barttetr. It is necessary, of course, in extending our distribu- 
tion into new marketing areas, into new residential sections, into 
new areas where shopping centers have been constructed. We find 
it is about the only way 

Mr. Rooseveit. But you have been able to get 75 percent of your 
outlets where they do not have that situation, and certainly they must 
supply the greatest percentage of the total. 

{r. Bartietr. No, I would say that this group of 8,700 are fully as 
great in volume, if not greater, than the other Pyeg 

Mr. Roosevett. I think the committee would be very much inter- 
ested in having a breakdown, if you could get it for us, of the total 
gallonage accounted for by the 8,700 as against the others. 

Mr. Barttert. I do not Lave it, but it can be made available. 


Mr. Roosrvert. I would es er err 
to is as follows: 


(The information referre 
JuLy 20, 1955. 
The Texas Co. 
135 East 42d Street, New York 17, N. Y. 
(Attention: 8. C. Bartlett.) 


Dear Mr. Bartiett: Thank you for your letter of June 6, 1955, supplying in- 
formation requested by Subcommittee No. 5. The same will be entered as 
a matter of record in our hearings. 

Very sincerely yours, 
JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5. 


Tue Texas Co., 


New York 17, N. Y., June 6, 1955. 
Hon. JAMES ROOSEVELT, 


Chairman, Subcommittee No. 5 on Distribution Problems, 
House of Representatives, Washington, D. C. 


DEAR Str: At the time of my appearance before your committee on May 26, 
1955, the committee requested additional information as follows: 

(a) Copy of the Texas Co.’s TBA program and statement of policy as issued 
to the sales department organization. ; 

(6) Information with respect to the gallonage sold through the 8,700 dealer 
outlets either owned by the Texas Co. or held under long-term lease, as compared 
with the volume sold through other dealer outlets. 

In compliance with the request of the committee I am attaching copy of a 
letter issued by Mr. C. B. Barrett under date of December 11, 1953, to our 
territorial managers at New York, Chicago, Houston, and Los Angeles under the 
subject: TBA Program, Statement of Policy. Mr. Barrett at that time was vice 
president in charge of the domestic sales department. 

Shortly after receipt of this communication identical letters were issued by 
the 4 territorial managers to our 15 division managers. The division managers 
are charged with the responsibility of carrying out the policies of the sales 
department through the field organization in their respective areas. 

I indicated in my statement to the committee that at the end of last year 
there were slightly more than 38,000 dealers selling Texaco products.in the 
United States. Approximately 7,500 of these dealers are supplied by Texaco 
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distributors, the balance being supplied directly by the company either through 
its salaried organization or through Texaco consignees. Our sales figures for 
the year 1954 disclose that 32.55 percent of our total sales of gasoline was sold 
through 8,660 service stations either owned by the company or held under long- 
term lease. (We now have more than 8,700 service stations either company 
owned or held under long-term lease.) The volume sold by the remaining 
21,850 dealers (excluding the 7,500 supplied by distributors) equaled 33.75 
percent of our total gasoline sales. 

I sincerely hope that the foregoing represents the information the committee 
desires. 

Yours very truly, 


S. C. BartLett. 


Tue Texas Co., 
New York, N. Y., December 11, 1953. 
TBA program—statement of policy. 
Circular letter No. 557: Messrs. R. R. Kibbe, J. A. Winger, C. N. Brooks, 
D. E. Beaton. 


Gentlemen : This letter replaces and cancels circular letter No. 524 of December 
19, 1951, under the above subject. It does not introduce any change in our 
policy of long standing, but is intended to: 

A. Assist our personnel in presenting the merits of the program to dealers 
by stating the reasons for recommending Firestone or Goodrich as a supplier. 

B. Define division management’s responsibilities in administering the 
TBA program. 

C. Outline the duties and responsibilities of field personnel charged with 
carrying out the program in the field. 


I. WHAT THE TEXAS CO.’S TBA PROGRAM IS 


The aim of the company’s TBA program is to encourage dealers to expand their 
business beyond the sale of petroleum products; and to counsel with and con- 
tinually assist Texaco dealers to establish and maintain superior service to their 
customers, maintain an adequate and balanced stock of fast-moving TBA items 
and to improve their methods of merchandising so that they will be able to take 
full advantage of the profit potentials available to them through good service 
station operations. 

Accordingly, the Texas Co. recommends that its dealers handle Firestone or 
Goodrich. However, notwithstanding the fact that the company recommends 
to its dealers these certain lines of TBA merchandise, it should be clearly under- 
stood by all concerned that the company has neither the right nor the desire to 
dictate to the dealer the brand or type of merchandise he should handle, or the 
source from which he should purchase much merchandise, or to require him to 
handle any TBA merchandise. 


Il. WHY FIRESTONE AND GOODRICH LINES WERE SELECTED FOR RECOMMENDATION 
TO TEXACO DEALERS 


The TBA merchandise lines and merchandising policies of both Firestone and 
Goodrich offer many advantages to the dealers, including a complete line of high 
quality automotive products to meet practically all the needs of the motorist. 
Firestone and Goodrich products have national acceptance, backed by extensive 
national advertising, and are distributed in all 48 States, with sales and delivery 
service available through 1,266 salary operated supply points and numerous 
dealer operated stores carrying the complete line. 

Another advantage of handling these lines is that the dealer can purchase 
his entire TBA requirements from one source, conveniently located, thus earning 
extra discounts through volume purchases. Both Firestone and Goodrich have 
extensive sales promotion programs designed expressly to fit the needs of their 
service-station accounts. Point-of-sale promotional material and cooperative 
advertising are available on a low-cost or no-cost basis. They also have a large 
sales force fully trained to assist the service-station dealers to make the most 
of their TBA opportunities. 

All these factors tend to increase the salability of Firestone and Goodrich 
products, and thus increase the profits of the dealers handling such lines. 


III, RESPONSIBILITIES OF DIVISION MANAGEMENT IN ADMINISTERING THE TBA PROGRAM 


The proper administration of the Texas Co.’s TBA program in the field is the 
direct responsibility of division management. They should see to it that each 
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member of the field organization who normally contacts dealers, consignees and 
distributors: 

(1) Understands that even though the Texas Co. does not handle tires, 
batteries and auto supplies, it recognizes the advantages to be derived by the 
dealer from the handling of such merchandise and the necessity for the 
dealer to do so in order to be competitive, meet the requirements of his 
customers, and enjoy more profitable operations. 

(2) Becomes familiar with the lines and basic sales policies and promo- 
tional and merchandising programs of Firestone and Goodrich, including 
their suggested basic stock assortment and inventory guide systems. 

(3) Handles assigned duties outlined in section IV. 


IV. DUTIES OF TEXACO SALES PERSONNEL CHARGED WITH HANDLING TBA PROGRAM IN 
THE FIELD 


Listed below are the responsibilities and activities which are part of the 
regularly assigned duties of selling personnel who normally contact dealers, 
consignees or distributors : 

(1) Presents the merits of our TBA program, recommending the products 
of Firestone or Goodrich if best suited to the dealer’s interest. 

(2) Recommendations with respect to TBA merchandise made by a Texaco 
representative to a Texaco dealer should in the best interest of the dealer 
take into consideration the following factors : 

(a) The dealer’s requirements based on an analysis of the potential 
volume available within the dealer’s specific trading area ; 

(b) The availability of a convenient source of supply and the fre- 
quency of contact and type of service to be afforded the dealer by a 
wholesale supplier, as well as the supplier’s ability and willingness to 
assist the dealer to be competitive in the market at all times; 

(c) The established representation of the tire company in the area. 

(3) If, after a straightforward sales presentation of the company’s TBA 
program, and a full explanation of the merits of such program, the dealer 
should in exercising his free choice of a brand of TBA merchandise express 
his preference for the Goodrich or Firestone line, the Texaco representative 
should promptly arrange to introduce to him a sales representative of the 
supplier chosen by the dealer. It should be recognized at all times that the 
negotiations between the dealer and the tire company representative, and 
any purchase arrangements resulting therefrom, are matters for their mutual 
consideration. The Texaco representative, however, should be prepared and 
willing to lend any advice and counsel that may be requested of him by the 
dealer during such negotiations. 

(4) In an effort to help dealers expand and develop their business, the 
company urges them to stock an adequate amount of TBA merchandise to 
serve fully the motorists’ needs. Texaco selling personnel, with the dealers 
approval, will assist in the physical installation of an inventory guide 
system, and continue to assist in the maintenance until its use is habitual 
with the dealer, regardless of the brand chosen by the dealer. The Firestone 
or Goodrich suggested basic stock assortment and inventory guide system 
is considered among the simplest methods available to assure the mainte- 
nance of a well-balanced stock of fast-moving TBA merchandise, and dealers 
should be advised of this and urged to consider its installation and use. 

(5) Similar guidance and assistance should be offered in the use and 
maintenance of TBA display programs, and dealers should be urged to 
utilize all appropriate space available to them in building displays that 
will attract customers and increase sales. 

(6) The company’s sales personnel should be sufficiently alert at each 
visit to a service station to call the dealer’s attention te their willingness to 
aid him by actually writing up the dealer’s order for Goodrich or Firestone 
merchandise. As a further assistance to the dealer, Texaco personnel 
should personally mail or deliver such orders to the dealer’s source of sup- 
ply. Orders should be written on the forms furnished by Firestone and Good- 
rich and carried by Texaco personnel at all times. 

(7) Although reference is made heretofore to dealers, it should be under- 
stood that every phase of the program is adaptable to TBA programs of con- 
signees and distributors. Equal effort should be made by the company’s per- 
sonnel to sell consignees and distributors on the merits of the program and 
the benefits to be derived by adopting it for their own use and whole 
heartedly encouraging the dealers they serve to use it. 

The importance of respecting the. independence of the Texaco dealer and 
his right to exercise his free and independent judgment with respect to the 
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brand of TBA merchandise he will handle, and the quantities he will purchase, 
cannot be overemphasized. Insofar as the Texas Co. is concerned, no TBA 
supplier shall be preferred over any other as to any territory or portion thereof. 

The success of the TBA program depends upon the kind of a selling job that 
is done. The principles of the Texaco selling method are sound and appropriate, 
and should be applied as wholeheartedly in handling this program as in all other 
sales efforts. ° 

Yours very truly, 
C. B. Barrett. 

Mr. Roosrvetr. Mr. Steed. 

Mr. Streep. Mr. Bartlett, I don’t know whether you are prepared to 
comment on my question or not, and it is a little bit out of line with our 
hearing here. I asked it of the witness here because I am on the Sub- 
committee on Roads of the House Public Works Committee, which is 
presently considering a national superhighway system. 

Assuming such a system is built, and we go into the business of build- 
ing a lot of limited access highways, what have you got to suggest as 
to what policy should be adopted as to the provision for service facil- 
ities to the traffic that would use these routes ? 

Mr, Bartuerr. I personally feel—and it is certainly my opinion 
that it is my company’s feeling and position—that this thing should 
be accomplished thromah no monopoly so far as the affording of com- 
mercial facilities to these highways are concerned. 

That would apply to service stations, of course, to motels, and restau- 

rants, and other facilities that the public needs to utilize along these 
highways. 
We are much opposed to the monopolistic trend that has been in 
evidence whereby certain toll roads have leased only to one supplier 
their service stations on that highway. We are much opposed to that, 
and feel that it is not in the interest of the oil industry, or the public, 
or in fact the highway commissions. I feel perhaps the best answer 
lies in some system of parallel highways or service roads whereby cer- 
tain areas could be left open to commercial development, whether it 
be motels, service stations, restaurants, and so forth, and to handle it 
on that basis. I believe that the California State throughways pro- 
vide quite a good example of what is being done in that direction, 
whereby facilities are permitted on access roads, and the acquisition 
of property freely by individuals who wish to be represented on these 
access roads. 

Mr. Sreep. Thank you. 

Mr. Roosevetr. Mr. Sheehan. 

Mr. Surenan. Mr. Bartlett, does your company konp any statistics 
as to the reasons that you lose service-station operators? 

Mr. Bartierr. Turnover ? 

Mr. SueeHan. Turnover. 

Mr. Bartietr, We have no regular established system of doing so. 
We feel that there are, of course, some failures, but we do feel that 
normal turnover due to age or to better opportunity, natural shifting 
of one kind or another, is probably more important, or outweighs the 
factor of pure failure. We have no such figures. We are greatly con- 
cerned about it. I suspect that we will set up some right away. We 
are concerned about the amount that does exist. - It is costly and it is 
destructive, not only to our business, but to the dealer himself, to his 
own finances. 

Mr. Sueenan. Would you give us an opinion as to the relative 
amount of turnover between the 8,700 stations that you either own or 
control, as against the 29,300 that are independently owned ? 
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Mr. Bartuetr. I really am not in a position to tell you that. We 
could determine it, but I cannot answer that at this point, Mr. Sheehan. 

Mr. SuHeenan, That is all. 

Mr. ‘Roosrvetr. Mr. Arnold. 

Mr. Arnoxp. Are you familiar with the marketing situation in 
Texas with reference to the Texas Co.?° 

Mr. Bartierr. Somewhat, yes. 

Mr. Arnotp. The reason I ask that, I have correspondence, or the 
staff has correspondence from Texas—I asked for it. It hasn’t ar- 
rived yet. But it is my recollection that in one of the letters it was 
stated that recently there had been a meeting of the dealers and also 
your sales backer on the closed television circuit arranged, and at 
this meeting with the closed television circuit representative, the 
policy was announced—I don’t want to use too strong language here, 
because I forget what the letter said, and of course I wouldn’t accept 
the letter as being the truth of the matter—the announcement was 
made that the Texas Co. would begin pushing, as I remember, very 
strongly its line of TBA-sponsored items. 

Do you have any knowledge of that? 

Mr. Bartierr. We had no such TBA hookup. I think you refer 
to one of our major competitors in Texas; not the Texas Co. 

Mr. Arnotp. I can check on the correspondence. 

Mr. Barrett. I am sure that is right. 

Mr. Roosrvett. Mr. Bartlett, I don’t know whether you were here 
when the other gentleman testified. 

Do you have longer than 1-year leases as a policy ? 

Mr. Bartietr. No; we do not. We have a 1-year lease. We have 
had that policy in effect for many years. 

Mr. Roosevett. Even for your older dealers? 

Mr. Bartierr. Yes. We have a 1-year lease. Frankly, and it is 
something that we have been thinking about, frankly, we have had 
very little demand for such a lease, Mr. Chairman, very little demand. 
We are thinking about it, though, and considering it. 

Mr. Streep. We have had testimony that claims that some of this 
turnover was due to the fact that many companies insisted on keep- 
ing open stations that had become economically unsound. We know, 
of course, that as this shift in population and changing of routes and 
roads and so forth takes place, it does often make a station that at 
one time was profitable, no longer an economical station. 

Do you have any opinion as to the attrition of existing retail gaso- 
line outlets caused by this shift, say on an annual basis, or something 
of that sort? 

Mr. Bartuett. I think it is fairly considerable. I know that when 
the Jersey Turnpike was put through, there was immediate attrition, 
so far as parallel roads were concerned, so far as service stations. 

Mr. Steep. You notice as you drive about the country, you see a 
lot of so-called gas stations no longer operating. 

Mr. Bartiert. Yes. 

Mr. Sreep. I wonder if there is any survey that would show the 
extent of that. 

Mr. Barrtterr. It is a natural phenomenon, I think. 

Mr. Roosevett. You don’t have any survey? 

Mr. Streep. What makes you decide whether you will keep the 
property or dispose of it? 
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Mr. Barrierr. We feel that whether to keep an operation in or cut 
it out, is determined by whether we think it is a waste of our time and 
talent, or possible loss on the part of the dealer. We would rather 
take these outlets that have gone by the board and close them and 
dispose of them, and give our attention to outlets that have more 
possibility for the future. 

Mr. Streep. From time to time, you have such a problem to consider? 

Mr. Barrierr. Yes. 

Mr. Sreep. Would you say, then, that the industry polices itself 
sufficiently in getting rid of these uneconomical outlets ? 

Mr. Barruerr. I don’t know about the industry. I think we could 
all do a little better job in doing that. We are constantly striving to 
do that. 

Mr. Sreep. That of itself will contribute something to these statistics 
of how many failures or turnovers or changes occur in each year, 
wouldn’t it ? 

Mr. Bartierr. That is right. 

Mr. Roosrverr. Mr. Dalmas. 

Mr. Datmas. No questions, Mr. Chairman. 

Mr. Roosreveur. Mr. Arnold. 

Mr. Arno. To clarify the record, I do have a copy of the cor- 
respondence. It does not concern in any shape, form or manner, the 
Texas Co. 

Mr. Bartierr. I was rather sure of that. 

Mr. Roosrevert. Thank you very much, Mr. Bartlett. We appreciate 
your coming before us, and enjoyed having you with us. 

The committee will adjourn until 2 o’clock this afternoon. 

(Whereupon at 12:20 p. m., the committee adjourned, to reconvene 
at 2 p.m. of the same day.) 


AFTERNOON SESSION 


Mr. Roosrvetr. The committee will come to order, please. 

The first witness this afternoon will be Mr. J. G. Jordan, marketing 
vice president of the Shell Oil Co. 

Mr. Jordan, would you raise your right hand, please, sir. 

Do you solemnly swear that the testimony which you are about to 
give before this committee shall be the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 

Mr. Jorpan. I do, sir. 

Mr. Roosrevetr. Thank you. 


TESTIMONY OF J. G. JORDAN, VICE PRESIDENT, MARKETING, 
SHELL OIL C0. 


Mr. Roosevetr. Mr. Jordan, I do not know whether you were here 
this morning, but if you were you know the general procedure of the 
committee. 

Mr, Jorpan. I was not. 

Mr. Roosrvert. This is a more or less informal procedure, and the 
committee will follow your statement as you go along and we will try 
not to interrupt you, but if something is not clear to any member of 
the committee or counsel, we would like the privilege of stopping you 
for a moment and trying to clear up the point at that time. 

Mr. Jorpan. Anat toast by the same token, if I may answer or will 
answer the questions, I will ask you to defer them. 
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Mr. Roosrvetr. Absolutely. © Will you proceed, sir.. 

Mr. Jorpan. If you do not mind, 1 will read this so that I do not 
avoid, maybe, covering the whole story. : 

My name is J. G. 5 ordan, vice president marketing for Shell Oil 
Co. located in New York City. that you may have a thumbnail 
sketch of my experience in the oil industry, I have been with Shell 
30 years, having spent 2 years in Decatur, Ill., functioning as service- 
station supervisor, operating service stations, driving trucks and work- 
ing as real-estate representatives; approximately 414 years in St. 
Louis as assistant manager and as manager of our real-estate depart- 
ment; 11 years in Ohio as sales manager and as division manager 
for the Cleveland division; 6 years in San Francisco, Calif., as retail 
sales manager, sales manager, and vice president of marketing for 
our west coast operations. For the past 6144 years I have been in 
New York as vice president in charge of marketing throughout the 
United States and Honolulu. 

I wish to thank you for permitting me to appear on behalf of 
my company. The attitude with which you are seeking the truth 
from suppliers as well as dealers and others is very greatly appre- 
ciated. During your committee hearings much information has. been 
disclosed regarding various phases of oil industry marketing and 
I welcome this opportunity to assist you in clarifymg some of these 
questions. 

Let me emphasize at the outset that, inasmuch as substantial 
volumes of Shell products are marketed by our dealers, their well- 
being and favorable attitude toward Shell are absolutely essential. 
Eighty-seven percent of all gasoline we sell in direct territory is 
sold through service stations. 

In preparing to appear before you, we have wondered what method 
would be best suited to give you the overall picture of our marketing 
operations. We know there are countless Shell dealers who would 
gladly testify to refute the charges which have been made, to describe 
how good and valuable their business is, how proud they are to be 
handling our products, and how they have built up their business 
during their many years as Shell dealers; but we belive you would 
not wish, even if you had the time, to hear from large numbers of 
our dealers; nor do we believe that you would wish us to challenge 
the statements made here by certain dealers and thus require you 
in effect to decide who is right. Rather, we think it will best serve 
your ae if I describe our methods of operation, our policies, 
and the means used to effectuate these policies, and then endeavor 
to answer any questions you may have, 

There are approximately 22,000 service stations in the United States 
and Hawaii where Shell products are sold. It would be difficult for 
me to deny that among that number we have no dissatisfied dealers 
or that there are not some who feel they have been unduly influenced 
by Shell salesmen. In any business which has a large number of 
dealers some can be found who have complaints. We have some too, 
but they are not the typigel Shell dealers. Please do not conclude 
that since some dealers have complained, all other dealers are in the 
same position. We have many prosperous dealers and were you to 
have heard only from them you might have assumed that all dealers 
are prosperous, which would not be true. The truth is that most 
dealers make a good, respectable living from service-station opera- 
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tion. Let me assure you again that we believe that the best dealer 
for Shell is one who likes us, respects us and prospers, for Shell 
prospers most when its dealers prosper. It is very much to our interest 
to have dealers who are happy and progressive. 

Let me explain the relationship Ideween Shell and those who sell 
Shell products at service stations. Shell Oil Co. markets gasoline gen- 
erally throughout the United States, with the exception of a few 
States. Shell gasoline is sold and delivered to service stations either 
directly by Shell from depots or terminals which Shell operates (we 
call this direct operation) or by jobbers who are supplied by or on be- 
half of Shell (we call this indirect or jobber operation). 

In areas of direct operation there are 9,766 stations where the Shell 
brand of petroleum products is sold; in jobber-operated areas there 
are approximately 12,000 stations. 

In areas of jobber operation Shell has no sales contracts whatever 
with dealers, since any contracts are between the jobber and its dealers. 
Also, there is little direct relationship between Shell and jobbers’ 
dealers, most of the dealers’ contacts being their jobbers. Therefore, 
I shall confine my discussion principally to the 10,000 Shell service 
stations in areas of direct operation. 

Mr. Roossverr. Mr. Jordan, may I interrupt you there for a 
moment? In the indirect or jobber operation, do those dealers sell 
under the brand name of Shell ? 

Mr. Jorpan. They all sell, to our knowledge, under the brand name 
of Shell; yes, sir. : 

Mr. Roosrvett. They do. Thank you. 

a Arnotp. Do any of the jobbers also have retail outlets of their 
own 

Mr. Roosrventr. You mean under their own brand name? 

Mr. Arnoip. Under either the Shell brand name or any other brand 
name. 

Mr. Jorpan. When you say “of their own,” of the 12,000 stations 
which are jobbers’ supply, without knowing the number, I would say 
that a number of those are owned by our jobbers, but what the exact 
numbers are, I have no way of knowing. 

Mr. Roosrvetr. Do you supply other TBA items, for instance, to 
these jobber-operation stations by direct contract with Shell ? 

Mr. Jorpan. If I may ask for the deference on that question, be- 
cause I cover the TBA later. 

Mr. Roosevett. Fine. 

Mr. Jorpan. And I think you will get the answer then. If it is not 
answered, I will be glad to answer it then. 

Mr. Rooseveur. All right. Go ahead. 

Mr. Arnow. Iam sorry. A lot of our testimony has been on dealers 
and suppliers, and I am just a little confused in my own mind on 
jobbers, although I should be better informed. 

Could a jobber buying your Shell gasoline get a rebrand letter and 
sell it under another name, or is there any way you have any control, 
or knowledge whether that is being done in fact? 

Mr. Jorpan. You are raising a question, sir, that if I may, if you 
want me to take the time now—because I judge from what you say 
there has been little or no testimony given here concerning jobber 
operation. I think if I may inject this at the moment, because we 

ave made no attempt in our statement here to cover the jobbers—— 

Mr. Arnon. All right. I will save that. 

65262—55—pt. 148 
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Mr. Jorpan. I think it might be well to have an understanding of 
what the distribution picture is in the oil business. 

There are in effect several different forms of operation. One is this 
so-called direct, which we mentioned and which Shell supplies from 
its terminals or depots. The other, of course, is those to whom you 
sell under a jobber franchise, in which case they are operating as Shell 
jobbers, selling generally, and to my knowledge completely, under the 
Shell trademark and trade name. In effect, their contract provides 
that that which they will sell under the brand name shall be in effect 
products supplied by Shell. But that does not prohibit them from 
selling other than Shell, and many of them do in some areas, 

But in the franchised territory which we grant, they are in effect 
the Shell distributor in that area. 

Now, another form of operation, which is used interchangeably at 
times, unfortunately, is that of distributors, which are regarded as 
commission distributors under contract by companies operating under 
a commission basis as a depot distributor, but have in effect not the 
same obligations or commitments as jobbers. Under a jobber opera- 
tion the jobber is completely responsible for all of the functions of 
distribution within the area in which he distributes, including the 
credits, including all the properties, the real-estate transactions, or 
what there may be within that given area. 

Under the commission distributorships generally, they distribute 
under contracts of the basic supplying company, whereas with the 
jobbers, all contracts are his with his customers and his accounts, 

Mr. Arnoutp. Thank you very much. That was very helpful. 

Mr. Roosrveur. Mr. Jordan, it is possible that you would have both 
a direct and an indirect operation, however, within a given area; is 
that not right? 

Mr. Jorpan. That is very unlikely. 

Mr. Roosevett. Is it? 

Mr. Jorpan. Very unlikely. 

Mr. Rooseverr. Because the other companies have testified that they 
are in a dual operation. 

Mr. Jorpan. As accurately as I can, without having any facts and 
figures before me, I think that I can say to you that we have none, 
with the exception of 12 small companies who were part of companies 
that might have been acquired some 20 or 25 years ago, and because 
they were there, we have allowed those to continue. But basically, we 
prefer not to have such a type of operation. 

Mr. Datmas. Mr. Chairman, I would like to ask one question, if 
I may. 

Mr. Roosrveur. Mr. Dalmas. 

Mr. Davmas. Mr. Jordan, is your jobber distribution increasing 
or decreasing ? 

Mr. Jorpvan. It has been increasing both as to numbers and as to 
volume over the past few years. 

Mr. Datmas. Do you encourage jobber distribution as a rule? 

Mr, Jorpan. If you ask me do we encourage it, I think I can an- 
swer you best in this fashion, sir. We are, I think, the second largest 
jobber-operating distributor, you might say, in gas and oils in the 
country. I think that we have more jobber business in proportion to 
our total than has any other company in the business. 

Mr. Darmas. Thank you. 
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Mr. Jorpan. And the numbers have increased during the past sev- 
eral years. 
Mr. Arnoxtp. Do you run into a situation that is outlined in the 
famous Standard of Detroit case, where you will be selling to the 
jobbers at a wholesale price that may be different from what you are 
selling as your tank-wagon price to your individual brand dealers? 

Mr. Jorpan. When you say do we run into that, the answer is ob- 
viously “No,” under the premise that we do not have such a distribu- 
ting system except for those few that I mentioned, and we have 
never run into it with those few. 

Mr. Roosevert. Thank you. Proceed, please. 

Mr. Jorpan. These may be divided into two groups; first, those 
which are operated by independent dealers, and second, those which 
are operated by employees of the company (either on a salary or com- 
mission basis). Attached to my statement, which is handed you 
he are copies of the various forms of agreements which are 
used. 

Over 90 percent of the outlets in Shell’s direct operation are op- 
erated by dealers. Our experience has proven that a well-qualified 
independent. dealer, because he is operating his own business, works 
hard and intelligently to develop sales volume and takes a great 
interest in maintaining the property and its equipment. Such a 
dealer will best attune himself to current local marketing conditions 
and will inject his own personality and personal effort to gain the 
greatest volume of business and profit for himself. For these reasons, 
the independent dealer is the keystone of our business and, although 
there is a definite place for the salaried station and the commission 
station, we have, and we expect to have, most Shell stations operated 
by independent dealers. 

Shell either owns or has leases from third parties on 3,717 stations. 
These are leased to dealers. In addition, we serve 5,073 dealers who 
either own their own stations or lease from parties other than Shell. 

Mr. Roosrvert. Mr. Jordan, may I interrupt you there for a mo- 
ment? Do you find any basic difference in the operation of those 
two types of stations? Is there any preference, in other words? I 
notice that it is not quite 2 to 1 in the ratio, and I would like to 
get your opinion, if you have any, as to the advantages of leasing 
directly your own owned station from a third party, or having the 
dealer own his own station. 

Mr. Jorpan. I think the best answer to your question, sir, is not 
a matter of preference. It becomes a matter of the best business 
interest to both. The trend has been, and undoubtedly will continue 
for many years in this country, that in the so-called metropolitan 
areas of the United States the proportionate numbers of those dealers 
who are as their own or control their own fee or lease prop- 
erties has been diminishing, not by the purpose or the cause of any 
basic supplier, but by the economics, or the force of economics, be- 
cause of the prices of real estate and the construction of improve- 
ments and the cost of development of enterprises of that nature. 
And the greater number of so-called independent stations generally 
fall in numbers and in volumes outside of the metropolitan areas 
of the country, and I think that it is primarily because of the 
so-called cost of developing those outlets that are built commensurate 
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to do the business that is available in the metropolitan areas, the cost 
of real estate, the cost of construction, the size of the improvements, 
and those things that have caused the dealers to, in effect, look to 
the supplier for the purpose of developing the physical outlet and 
then the dealer, in effect, operating that outlet. 

Mr. Rooseveur. In other words, the lack of sufficient financing 
except through the resources of the oil company. 

Mr. Jordan, we will have to recess for a few moments. That is a 
quorum call. We will have to go and answer to our names. 

But what I am trying to get at is, if it is an economic situation 
it is obvious that most of the dealers, because this morning we had 
testimony from 1 company that about 75 percent or better of its 
dealers owned their own stations or leased them from a party other 
than the oil company—it would obviously seem, therefore, that the 
dealer would prefer to own his own station if it was economically 
possible for him to do so. 

Mr. Jorpan. That I think is purely a matter of opinion and not 
factual. 

Mr. Roosevetr. Then why is there in each instance, your instance 
and that instance, a majority that do? 

Mr. Jorpan. Because the greater number of outlets proportionately 
are in the so-called rural areas, of so-called service-station outlets. 
They are not all service stations. I am sure we understand that. 

Mr. Roosrveut. You say that people who are in the rural areas 
prefer it? 

Mr. Jorpan. I think it is by the nature of the types of business they 
operate. In the rural areas you have the hardware store with the 
pump; you have the grocery store with the pump; you have the garage 
dealer that has this installation; you have the implement dealer with 
it. Those are all gasoline distributors in rural areas, and constitute 
a sizable number. 

That accounts, I think, for the large number that our jobbers have, 
but in the so-called service stations, as you are talking about, not just 
gasoline retail outlets, but in the service stations, you get into a some- 
what different phase of the activities of the business. 

Mr. Roosrvert. Have you any statistics or information could 
give us as to the breakdown in what you have just vadentecd to as the 
true service station ? 

Mr. Jorpan. I have not. The best that I have had would be—— 

Mr. Roosrvetr. Would there be any way to get it for us?. 

Mr. Jorpan. The only source that I would have would be, I think, 
probably the same sources that would be available to all, and that 
would probably be the Department of Commerce, or someone like that. 
As far as I know, no such figures are developed. 

Mr. Roosrveir. Thank you, Mr, Jordan. We will recess until the 
committee can return from the vote. 

Mr. Srexep. One question right there. These 3,717 stations that you 
mentioned, those would be the service-station type operation ¢ 

Mr. Jorpan. Yes, sir. 

Mr. Steep. And not mixed? 

Mr. Jorpan. Oh,no. We would not have any of those. 

Mr. Roosrverr. You mean all of the ones that lease from you would 
be what you might describe as the full gasoline service station? 

Mr. Jorpan. Yes. 
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Mr. Roosrverr. The committee will recess for about 15 minutes. 

(There was a 15-minute recess. 

Mr. Roosevett. The committee will come to order. 

I think we were on page 4, Mr. Jordan, where we were talking about 
these dealers ; is that right? 

Mr. Jorvan. That is right. 

Mr. Roosrvert. Could I interject a question before we get off these 
dealers for amoment? Has your company ever considered a proposal 
which would allow a dealer to purchase his station from you over a 
period of time, one which he now leases from you, in order that he 
could become, if he stayed with you and performed his functions prop- 
erly, the owner of the station ? 

Mr. Jorvan. If I can interpret your question as to whether that was 
on the basis of all such dealers, I would say “No.” If your question 
is, have we ever done it, the answer is “ Yes.’ 

Mr. Roosrvetr. But the offer is not open generally ? 

Mr. Jorpan. During the past 10 years, we have sold, I would guess, 
something on the order of 250 to 275 of our fee properties in stations 
to dealers. But that would not be a general approach, for the reason 
that a part of the program of the development of these strategic key 
units in these metropolitan areas, primarily, is for the purpose of the 
perpetuation of a distribution system and of a company. We are in 
an industry that has not only as a part of its system just distribution ; 
it is in effect an integrated operation, starting in effect at the well 
head, to the refinery, to the pump for the consumer. And in order 
to keep and maintain a ‘constant flow of products through that dis- 
tribution system, we consider it desirable and profitable, if you 
please, to have such of these units. So in consideration of a program 
to sell all of these stations, the answer would be “No,” sir. 

Mr. Roosgvettr. Now, Mr. Jordan, if the aim of the company is to 
have an integrated system, I do not quarrel with the aim, and I un- 
derstand the reason for it, but at the same time to turn around and 
tell anybody that what you want in effect is complete control and 
assurance of control over this outlet, you certainly cannot say that 
the man who operates that is truly an independent businessman. 

Mr, Jorpan. I think that is not quite what I said, sir. I said for 
the purposes of maintenance of a continuous flow of distribution, and 
not a complete control over individual outlets. 

Mr. Roosgveur. I think that is a question of interpretation. You 
see it from your point of view. I do not think you could say that 
would be the point of view of the man on the other end, necessarily. 

Mr. Sreep. Let me see if I have it right. Are you trying to say 
that what you are interested in is that this station sell Shell products 
regardless of whether it is owned by you and commissioned or owned 
by you and leased, or owned by somebody else and operated ? 

Mr. Jorpan. That would be true—— 

Mr. Srexep.. That is your prime idea, to have Shell products going 
through the station ? 

Mr. Jorpan. That would be true, but I think also in answer to Mr. 
Roosevelt’s question, sir, he is, I think, referring to these 3,717 sta- 
tions, I believe, and also to the program of the development of service 
stations in principal. 
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Mr. Sreep. Tell me this. If you owned a station and then sold it 
to someone, how do you then have any protection to have that station 
continue to operate as a Shell station? 

Mr. Roosrvett. In the 275, we will say, where you have sold them. 

Mr. Jorpan. We would have the protection of our normal sales 
contract, which is attached here, plus the fact that there would always 
be, of course, in the sale of those properties—they are generally for 
those purposes while the dealer.may operate it as a service station, 
but there are always some who have bought them only as tentative or 
temporary service stations with the idea of developing other facilities. 

We, of course, do not like to be in the position of selling those proper- 
ties, and if they were operating as service stations, to have them, in 
turn, turn around and sell it to somebody else, since we have a con- 
siderable investment. But in the main, those 275 stations—and I 
used that as an approximate figure—I could not produce a figure to 
support that exactly 

Mr. Roosrverr. Mr. Jordan, you could always in the terms of the 
sale include that you always had first opportunity to rebuy in case 
of that. 

Mr. Jorpan. That is sometimes true. That is sometimes done. But 
I think that the basic point here is not so much the question of the 
ability to sell and to repurchase as the foundation of the principle of, 
as I say, the complete program of integration and the program of 
distribution. 

The lifetime of individuals is not too long, as such, the business 
lifetime. The lifetime of an organization that is built with so many 
of its foundations tied and wrapped together must be far more than 
the life span of an individual. 

Mr. Roosrvert. Now, you are making an excellent case for the inte- 
gration of the company-owned station, but you are not making a 
good case for the individually leased station to an independent oper- 
ator. I can see your point, and I would go along with you on the 
basis of a company-owned and operated station. That would give 
you everything that you have just laid out. But on the o ite end, 
where we are interested, when we are delving into the erubieens of the 
small, independent businessman who is supposedly under this situation 
independent, and when he fits into your description as you have just 
given it, he is not independent. 

Mr. Jorpan. I think, Mr. Roosevelt, if I may just add this, there 
is some misunderstanding as to this entire 3 TIT, or whatever the 
number is. 

Mr. Roosevert. I do not care whether it is 1,000 or 3,000. 

Mr. Jorpan. Forgetting the number, but the principle, many of 
those stations are the result in effect of dealers who have been in the 
category that you mentioned, sir, who have in effect come to us and 
asked us, as a supplier, to develop a new unit on a new location with 
new facilities and leased to them, which has been done, in preference 
to, in effect, taking on the obligation of ownership in the sums and 

amounts of money that are involved. 

a Roosevett. I would like to see some evidence, first of all, of 

that. 

Mr. Jorpan. There are many who have been in that category. 

Mr. Roosrvert. There may..be. But, on the other hand, we are 
considering the complaints of those who are not in that position, who 
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do not feel that way, who are asking for some kind of relief, in the 
form of either longer term leases or some ability to be freer and more 
secure. 

Mr. Jorpan. In that connection may I say that I am going to cover 
that later on. 

Mr. Roosevett. Fine. We will let you go right ahead. 

Mr. Jorpan. With respect to the leased dealer stations, the lease is 
for a firm period of 1 year, and from year to year thereafter, with 
no control or cancellation privilege in Shell’s favor. Either party 
may terminate the lease at the end of the first or any subsequent year. 
A fair rental commensurate as nearly as possible with the value of 
the property for service station purposes is specified in the lease. 
The lease is accompanied by a dealer sales agreement, which does not 
require the dealer to buy any amount of our products, does not men- 
tion TBA, retail prices, or hours of operation. 

Shell dealers who operate stations not leased from Shell have simply 
a contract—called a dealer sales contract—with us for the-sale of 
the Shell brand of products, under which the dealer agrees to pur- 
chase a stated minimum amount of such products. As in the case of 
all our other contractual arrangements with dealers, retail prices, 
hours of operation, and TBA are not referred to in the contract. 

With regard to TBA, which has been mentioned here so frequently, 
our company’s experience has shown that a well-rounded TBA pro- 
gram is essential to proper service station operation; the public de- 
mands this service. ‘Therefore, in order to assist Shell dealers in the 
successful operation of their service stations, which of course redounds 
to our benefit, Shell, under a sales commission plan through which it 
receives a commission for its services, assists Goodyear and Firestone 
to sell their products to Shell dealers. In turn, Shell assists its dealers 
to sell these products to the public by training them in the best selling 
methods and merchandising displays and by extending credit to their 
customers. Nevertheless, in spite of our company’s interest in TBA, it 
is Shell’s policy not to require its dealers to handle TBA at all, much 
less to handle any particular brand of TBA. In fact, when Shell 
furnishes dealers with material to advertise TBA, it provides advertis- 
ing not only of the Firestone or Goodyear brands, but also general 
TBA advertising for dealers who handle neither Firestone nor Good- 
year. In the past Shell has promoted the sale of TBA under other 
systems, including the sale and warehousing of a private brand. 
However, by virtue of the choice of the dealers, themselves, for a 
nationally advertised brand and the improved service in dealing 
directly with concerns whose primary business is TBA, we elected to 
make the commission arrangement with Firestone and Goodyear. 

Now, apart from the absence of any contractual requirements con- 
trolling the dealers’ retail prices, products, TBA, and hours and 
methods of operation, advice has been given to our employees, to the 
dealers themselves and to the public that the dealers are absolutely 
free to operate as they choose. 

Our employees have been thoroughly indoctrinated in Shell’s policy 
that they must not attempt to control the activities of our dealers, 
whether or not they are located on premises owned or leased by us. 
For the past many years, during which time we leased our premises to 
dealers and discontinued the operation of our stations, our manage- 
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ment and all salesmen have been informed and have agreed that it is 
and must be our policy to avoid all control or attempt at control over 
the dealers’ operations, including the products which the dealer may 
wish to purchase for resale on the premises. This policy is empha- 
sized in New York and in field en at meetings of our division 
managers, district managers, salesmen, and merchandising representa- 

tives. Our district managers have convened in New York and-other 

parts of the country for further training in our policies, and sales 

supervisors have attended meetings in New York for the same purpose. 

To all of these representatives the independent status of our dealers 

has been repeatedly reviewed and emphasized; and the distinction 

between salesmanship and coercion by direct or indirect means has 

been explained. If a salesman, in his desire to fulfill sales objectives, 

should transgress the line of proper action it would be contrary to our 

policy and, upon discovery, corrective action would be taken. This 

action would include a review of the company’s policies with the sales- 

man ard a warning, not to continue such practices; if the salesman 

were to ignore the warning, he would either be dismissed or trans- 

ferred out of a sales position—for he would have shown he is not a 

good salesman. 

Mr. Roosevett. Mr. Jordan, could you submit to the committee the 
evidence of specific cases in which such disciplinary action has been 
taken, just for the record ? 

Mr. Jorpan. When you say “specific cases,” sir, I do not have such 
information. 

Mr. Roosrvett. I do not care about the names. 

Mr. Jorpan. I have no such information here, 

Mr. Rooseveitr. Would you be willing to submit it to us, because 
that is a very key point in the whole of the evidence before us, as 
to whether or not this announced plan is ever put into effect, and 
we would like to have some definite, concrete proof that this dis- 
ciplinary plan is enforced and not just merely talked about. 

Mr. Jorpan. We will see what we can develop on that. I could not 
give you the full information here, sir. 

Mr. Roosevext. All right. 

Mr. Jorpan. In a booklet distributed to all marketing people and 
dealing with Shell leased, or L stations, as we call them, we state: 

Type L dealers are independent service-station operators in every sense of 
the word, and are not obligated to adopt Shell’s plans and programs any more 
than would any dealer. 

Under this plan the complete service station and its facilities are subleased, 
and the lessee, a Shell tenant, functions as an independent service-station 
dealer. The lessee is personally responsible for all operating expenses. As 
in the case of other independent dealers, Shell may pass on the lessee the 
benefit of the experience received from proven sales and operating methods, 
but Shell cannot and does not insist that these methods be followed. 

The district salesman must rely on his ability to sell his retail merchan- 
dising ideas to the lessee for he has no authority to insist upon or direct the 
manner in which results are to be accomplished. 


Mr. Arnon. Could I interrupt there just a moment? 

I assume you have read the testimony of Mr. Stubbs, who had a 
Shell station in Rockville; Md. 

Mr. Jorpan. I have not, sir. 

Mr. Arnonp. Mr. Stubbs testified under oath that a Shell repre- 
—- Mr. McGee, insisted that he discontinue handling this brand 
of tire— 
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in the future, we should confine ourselves to Shell products only. 


This statement was made under oath, and, of course, the person 
who made it is subject to perjury if he lied to the committee. 

But. here is a specific example of apparently a salesman who is 
not following the policy of your company. And I wanted to ask what 
has been done about that particular salesman and what has the com- 
pany done to check on its own as to what are the facts in this case. 

Mr. Jorpan. I cannot discuss the full details of the case which you 
mention because I have not read the testimony, but I can only say 
this, that Mr. McGee has resigned from our company. 

Mr. Roosrvett. He what, sir? 

Mr. Jorpan. He has resigned from our company. 

Mr. Roosrvet. That is the salesman ? 

Mr. Jorpan. Yes. 


Mr. Arnoip. That may be a very good answer to my question. 

Mr. Jorpan. With regard to the petroleum products and TBA 
which the dealers sell, written instructions have been given to the 
marketing division as follows: 

It must continue to be recognized that the dealers have a free choice in 
selecting the source or sources of TBA supplies. Whether the dealers elect to 
purchase from Firestone or from Goodyear, or from some other source, is a 
matter for the dealers’ final decision. Shell personnel will, however, assist in 
the presentation and promotion of Goodyear’s program and of Firestone’s 
program, 

We have not only informed our own staff, but have also repeatedly 
assured our dealers themselves, in writing, that they are free to pur- 
chase petroleum products and TBA from whatever sources they 
choose. On December 22, 1948, a memorandum was sent by the 
manager of the retail department in New York to the division man- 
agers, appending the forms of two letters which were sent to all Shell 
dealers. These letters are substantially the same. Because of the 
importance of these communications we are attaching a copy to this 
statement. These letters state in part: 

During the past few months, in hearings held by the Small Business Committee 
for the House of Representatives, there has been raised the question as to the 
freedom of action which service-station dealers in general enjoy in selecting 
their sources of supply for motor oils, greases, tires, batteries, and accessories. 
We feel that this is an opportune time to restate our position on this matter. 

We will continue to solicit your business for each of these items because this is 
a business in which we are engaged and because we feel that they will con- 
tribute to your overall success as a service-station dealer. The extent to which 
we will enjoy your patronage must depend upon your voluntary acceptance of 
our products line and the service that we are able to render. Your business, 
which we at all times will solicit, will be very much appreciated. 

Because of the importance of this matter a similar letter was dis- 
tributed to our dealers throughout the country in 1952. A copy of 
the memorandum dated May 26, 1952, from vice president-marketing 
to division managers and the enclosures with this memorandum are 
attached. 

The independence of our dealers is well known to and is recognized 
by the dealers themselves. In the September 1952 issue of the Nozzle 
(vol. II, No. 9), published by the Retail Gasoline Dealers Association 
of Greater Washington, D. C., there is an article entitled “TBA and 
Your Dollar” which reviews the Standard of California and Richfield 
Oil cases. The article states in part: 


In other words, any independent retailer may purchase from his petroleum 
supplier such TBA products as he shall choose. He may also go into the open 
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market and purchase such TBA items as he may desire, whether he buys in 
one-half dozen lots or in carload lots. 

A dealer may find sales and price advantages in some lines of TBA which 
his supplier may have to offer, and then again, he may not. 

This is the law, gentlemen, and every major oil company is fully aware of 
the conditions as set forth in these two important decisions. Furthermore, some 
companies, notably the Shell Oil Co., have written letters to their dealers setting 
forth the provisions of the decisions and soliciting, in a fair manner, the con- 
tinued business for their line of TBA by the retailers. 

If we controlled our dealers they would purchase all or virtually 
all of their TBA from our sponsored suppliers, Goodyear and Fire- 
stone. The fact is that they do not do so. Substantial-volumes of 
TBA are purchased from others by our dealers, both lessee dealers and 
other dealers. 

Now, since Shell has these policies which I have described and the 
are being carried out, why are there complaints from some Shell 
dealers? 

Mr. Roosrvert. Mr. Jordan, may I interrupt you there? Do you 
keep an account as to the amount of TBA purchased outside by the 
dealers ? 

Mr. Jorpan. We have no record, because the TBA they buy are 
from Goodyear and from Firestone. We do not have records of 
what individuals do. Goodyear and Firestone have, but we do not 
have. We keep no record of it. 

Mr. Roosgvett. On what basis, then, is the statement of “substantial 
volume” ? 

Mr. Jorpan. Purely from observation when you look at the stations 
and visit them. 

Mr. Arnotp. May I ask you one question while you have been in- 
terrupted? Do Goodyear and Firestone also have sales agents who 
visit the Shell stations along with any Shell representative or by 
themselves? i 

Mr. Jorpan. I would have to say, I assume that they do, sir, because 
after all, the accounts are their accounts, and they do have sales repre- 
sentatives call on dealers, and I would imagine also many dealers that 
we do not even supply. 

Mr. Roosrvert. That is correct, sir. The committee already has 
evidence from the Federal Trade Commission that such is the practice. 

Mr. Jorpan. I can cite at least four reasons. In the first place, 
some of this discord may well come from dealers who have a right to 
complain, who are the victims of mistakes inevitably committed by 
the new personnel of a growing organization. 

Since World War II our company has employed more than 1,200 
new salesmen. Although we have given them from 3 to 12 months’ 
training in our policies and procedures, some of them, due to over- 
zealousness or newness of the job, may have made mistakes, and some 
of the dealer complaints you have heard may well be the result. 

Thus, you have heard that coercion of leased dealers is effected b 
our threat to cancel the dealers’ service-station leases—as I have said, 
Shell’s leases run from year to year. The fact is, however, that 
throughout 1954 only 70 leases were canceled by Shell, which repre- 
sents only 1.86 percent of our total leased stations. 

Nevertheless, the need for longer term leases has been urged here 
before you. At the present time, I have the honor of being the vice 
president in charge of the division of marketing of the American 
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Petroleum Institute and, as a part of that division, we have what is 
known as a service-station advisory committee. On that committee 
are representatives of all phases of petroleum product marketing— 
service-station dealers and associations, as well as suppliers. An effort 
is made there to gain an understanding of problems facing service- 
station dealers. Last year, that committee recommended that sup- 
pliers consider long-term leases for qualified service-station dealers. 

In the case of Shell, there has been no great demand to lengthen 
the term of our service-station leases. For a dealer to lease a modern, 
fully equipped.service station for a fixed term of years is to assume 
a real responsibility; and from the company’s viewpoint, there is al- 
ways the risk that the dealer may prove to be irresponsible. 

Mr. Rooseverr. Mr. Jordan, could I interrupt you again for a 
second? Can you tell me, how many people there are on this advisory 
committee ? 

Mr. Jorpan. I would have to give you an approximation, without 
having counted them, but I am going to say about 30. 

Mr. Rooseveur. And of those 30, how many represent service-sta- 
tion dealers or associations ? 

Mr. Jorpan. Almost half. 

Mr. Rooseverr. Almost half. Are they selected by the company? 

Mr. Jorpan. No, sir. 

Mr. Roosrvett. How are they selected ? 

Mr. Jorpan. They:are, in effect—as the vice president of the divi- 
sion at this moment, it is up to the Chair to appoint on a so-called 
selective basis, as nearly as you can, to get representation of all the 
segments on those committees, and the people who are on there are 
primarily people who have been suggested by their groups as the 
men they would like to have appointed on that committee. 

I do not have the list of the membership here, but if I could give it 
to you, it would be quite interesting. It is a published thing of the 
American Petroleum Institute. 

Mr. Roosrveut. The committee would appreciate having it, I think, 
because one of the complaints here is that the dealer associations and 
others have difficulty in getting on it. 

Mr. Jorpan. I think that it would be only fair to state as an inter- 
esting sidelight, because American Petroleum Institute is not involved 
in this, that the committee in effect was established at the urgency 
of the dealer groups. 

Mr. Roosevetr. I would appreciate it if you could give us that. 

Mr. Jorpan. Nevertheless, we in Shell have given this subject thor- 
ough consideration for a number of years. At a meeting of our mar- 
keting division managers in January of this year, we Sesemnniiied to 
give long-term leases to qualified dealers. The details of this policy 
have been receiving our attention and not all of the details are yet 
worked out. An announcement of our policy was issued very recently. 
A copy of the announcement is handed you with this statement. 

Another reason for complaint may lie in the fact that some dealers 
unfortunately find themselves situated in areas where there has been 
an uneconomic growth in the number of stations in terms of the avail- 
able business. Statistics show that the total number of service sta- 
tions in the United States has declined in the last 15 years, and Shell’s 

licy is to reduce its number of stations, in order that there may be 
ewer but more profitable units. ; 
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Nevertheless, in some areas a maldistribution has occurred, just as 
it has in many other lines of retailing. 

Another reason, of course, is that there are undoubtedly some deal- 
ers who are not properly suited to be in the highly competitive business 
of selling gasoline. 

Lastly, if we examine the facts, we see that the dealers who com- 
plain are usually dealers who have had the ill fortune to be located in 
an area which has been subjected to a price war. 

Now please bear in mind. that Shell has no desire to see its dealers 
hurt. In fact, Shell has taken some positive steps to help distressed 
dealers. But no dealer should believe that he is entitled, as a matter 
of right, to stay in business free from risk of loss. Unless dealers and 
suppliers are willing to subject themselves to rigid Government con- 
trols, including a limit upon their profits and income, they cannot 
expect to be free from the risk of loss. 

To assist its dealers, Shell at times has reduced its prices to enable 
them to remain competitive and stay in business. These reductions 
have been provided by the granting of so-called competitive allow- 
ances, which cost Shell $6,390,000 in 1954. 

Allowances, if given to one dealer, are given to all dealers who are 
similarly affected. regardless of their pricing policies, in order to 
avoid discrimination among the dealers. 

Mr. Arnotp. Could I interrupt just a moment to ask a question I 
asked of some of the oil company representatives? Would ou also 
give a discount or an allowance to a Shell dealer who initiated a price 
cut in the retail price of Shell gasoline ? 

Mr. Jorpan. I think, Mr. Arnold, I answered that. 


Allowances, if given to one dealer, are given to all dealers who are similarly 
affected, regardless of their pricing policies, in order to avoid discrimination 
among the dealers. 

Mr. Roosevert. I think you answered it, too, Mr. Jordan. 

May I just ask you, on what basis do you judge whether a dealer is 
affected or similarly affected ? 

Mr. Jorpan. May I ask you also to defer that just a moment, because 
I am getting into what you have in mind ? 

Mr. Roosevett. I would be very happy to. 

Mr. Jorpan. In fact, it has frequentey happened that some of our 
dealers who were receiving the same allowances have different 
prices. Now, you may well ask how we determine which dealers are 
similarly situated, namely, which dealers are in the same trade area. 
We do the best we can, using our best judgment based upon our long 
experience and a thorough examination of the market. If we start 
with the assumption that all dealers similarly situated should receive 
the same treatment and the further assumption that an extension of 
the price war is not desirable, a line must be drawn somewhere. Every 
trade area has its limits. They are outlined by our local managers. 
We define a trade area as one in which competitive marketing condi- 
tions are in general the same and within which retailers, Shell and 
others, are competitive with each other; that is, an area within which 
one can attract business away from another or gain an advantage 
over another in obtaining new business by lowering prices or by having 
a more attractive or convenient installation or by tats in a position 
to render better services. The boundaries of a trade area represent 
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the minimum, not the maximum, area within which allowances are 
extended. Oftentimes more than one area receives the allowance. 
Quite commonly, competition extends lower prices over widespread 
areas. 

Mr. Roosevert. Mr. Jordan, that does explain it very fully, and I 
might explain that it is in direct contradiction to the practices of other 
companies that have appeared before us yesterday and today, and I 
think the committee wall give very serious consideration to the fact 
that in my offhand opinion, although subject to change on further 
study, your method is perhaps within the Robinson-Patman Act, and 
the other companies’ operations are possibly without it. But there is 
a very distinct difference between your operation and the others de- 
scribed to the committee. 

Mr. Jorpan. That I cannot answer, sir. 

Mr. Roosevett. I am just making that as an observation, and not a 
question. 

You may proceed. 

Mr. Jorpan. Dealers who have complaints and who do not receive 
satisfaction from their salesmen are free to bring their grievances to 
the attention of our district manager. Moreover, since the first of the 
year we have been conducting experimental dealer panels in our 
Chicago division. This division is composed of five districts. In 
each district six representative dealers are chosen to sit in regular 
discussions with the district management and a representative of the 
division office. Since the Chicago metropolitan district is very large, 
the panel in Chicago consjsts of 18 dealers. Requests and suggestions 
are made by these dealers and if there is no immediate answer to the 
problem it is discussed at the next meeting. The results have been 
encouraging and the plan may well be extended to other areas. This 

rocedure is an adaptation of a number of dealer panels which we 
iave held in past years dealing with specific subjects. 

Now I would like to talk about our remaining, or nondealer, out- 
lets. These outlets are our salary stations and our commission sta- 
tions, both of which are operated by individuals who are recognized 
by Shell as employees. Only at these stations can we control the 
operating methods and hours of operation and be sure they come up 
to the high standards of service we desire. As you will see, these 
operations are used for valid business reasons, in order to give us 
the greatest economic return on our investments. 

Shell has only six stations operated by salaried employees. These 
stations are primarily a retail training ground for company and deal- 
er personnel and an experimental laboratory for testing merchandis- 
ing ideas, equipment, procedures, policies, etc. 

As of April 1, 1955, 976 stations selling Shell products were oper- 
ated by Shell employees on a commission basis. Under this plan of 
operation gasoline is consigned to the manager, who sells it at prices 
determined by us. Until it is sold by the manager, title to it remains 
in us, and after it is sold, the manager accounts to us for the full re- 
tail price, less a fixed commission. This commission, plus the gross 
profit received by the manager on sales of other products and serv- 
lees, is retained by the manager as his gross income or compensation. 
Under our agreement with the manager, we retain the complete right 
to control the operation of the station, including control over hours 





760 DISTRIBUTION PROBLEMS 


of operation, the employment of sufficient and proper assistants to the 
manager, the retail prices to be charged for gasoline, the wearing of 
uniforms, the keeping of records, and the standards of cleanliness, 
Shell pays most of the expenses of the station, including fixed over- 
head, utilities charges and deposits, heat, maintenance, and petroleum 
operating licenses. We also fully recognize our responsibilities and 
othinatiosis as the employer of the manager and his assistants by carry- 
ing workmen’s compensation coverage for them, paying the employer’s 
share of social-security taxes on their income, withholding income 
tax, and by acknowledging our liability for torts of the manager and 
his assistants which are within the scope of their employment. 

The history of our commission stations explains the reasons why 
the plan was developed, and the purposes it serves. In the mid- 
1930’s, we decided to curtail our distribution through company-owned 
and operated stations (of which we had at that time approximately 
4,800 throughout the country) and to concentrate on distributing 
through stations operated by independent dealers. Accordingly, 
over the next few years the stations were leased out to dealers. How- 
ever, by 1942, after we had about completed our changeover to the 
independent dealer system of distribution, we determined that this 
system had a number of weaknesses. Since we had no voice in the 
control of our dealer stations, and since there were relatively few 
company-operated stations to serve as gifides, we found that the hours 
and methods of operation adopted by the dealer stations just did not 
come up to the high standards of operating efficiency we wanted to be 
associated in the public’s mind with the Shell brand name. 

In this regard, the necessity for stations to be operated a sufficient 


number of hours at night became of om importance at this time be- 


cause of increased night driving by defense workers. We concluded 
that the public’s opinion of our company was primarily determined 
by the impression made upon them by the service stations selling our 
products—by such things as cleanliness of the restrooms, the general 
appearances of the premises, the hours the stations were open for the 
convenience of the public, whether the stations were adequately 
manned by persons who would give good driveway service and capable 
servicing of automobiles. Therefore,in 1942 we-began.to-operate our 
first commission stations, our primary purpose being to enhance the 
goodwill attached to our name and to increase the public acceptance 
of our products by maintaining at these controlled stations the very 
high standards we thought necessary. 

Mr. Roosevetr. Mr. Jordan, may I interrupt you there to ask you 
whether in view of having found that this was the standard you 
wanted kept, you made any effort to make the independent dealers con- 
form to the standards which you were now establishing in your own 
stations ? 

Mr. Jorpan. May I also ask the deference of that question ? 

Mr. Roosevetr. Certainly. 

Mr. Jorpan. Also, during the Second World War, an acute shortage 
of dealers, caused by the draft, the needs of defense industries, and 
the undesirability of the service-station business during'this period of 
gasoline and rubber rationing, forced us to assume, ourselves, the op- 
eration of a number of stations—sinyply to keepsthe stations operating. 
This we did with the commission plan of operation. 7 
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After the war, other factors made it desirable for us to continue 
operating some of our stations on a commission basis. A strong trend 
developed toward larger, better equipped stations, representing much 
greater capital investments and requiring larger stocks of petroleum 
products and TBA. This increased substantially the amount of a 
dealer’s. necessary initial investment in a station, as well as his rental 
commitment. Therefore, it became desirable for our company, as much 
in the dealer’s as in its own interest, to have a method of providing a 
probationary or testing period for the inexperienced or financially 
limited operator, particularly in the new-to-the-industry superservice 
station, so that the dealer did not have to assume the investment, 
rental, and other risks until it appeared that he and the station were 
equal to them. Our commission plan of operation is ideally suited to 
this purpose, and more than half of our present commission stations 
are now serving this purpose. 

Of course, there are additional reasons for having these stations. 
They afford us a means of testing the potential of a new station to de- 
termine its rental value. They enable us to provide a greater incentive 
to station operators to use salesmanship and ingenuity in selling our 
products than is provided by our salary plan of operation. Shell is 
assured that these stations are operated on a basis that is competitive 
in all respects, i. e., hours of operation, manpower, cleanliness, and 
gasoline prices. Never, however, have gasoline prices of these stations 
been lower than was necessary to meet competition. 

This last reason has become particularly important in the 10 years 
since 1945. This period has seen a revolution in service-station mar- 
keting methods, as it has in many other businesses. You are all famil- 
iar with the growth in the number of so-called local, as distinguished 
from national, brands; and also with the large multipump stations 
which advertise 24-hour service and cut prices and premiums in the 
sales of gasoline. In hundreds of communities and marketing areas 
throughout the country they sell from 20 percent to 45 percent of the 
gasoline sold. It may surprise you to hear that local branded opera- 
tors sell about 27 percent of the gasoline in the Los Angeles area, 42 
percent in Milwaukee, 45 percent in the Twin Cities, 30 percent in St. 
Louis, 25 percent in Chicago, 34 percent in Indianapolis, and 28 per- 
cent in Houston. This competition is faced by Shell and by Shell 
dealers. It naturally affects prices we charge at our commission sta- 
tions in an effort to hold our business. 

It may be of interest to you to learn that prices are not always 
uniform throughout a market—either for national brands or local 
brands. There are frequently 5 or more different retail prices posted 
for the same brand of gasoline in a small market area, and often there 
are as many as 25 different retail prices posted for the same brand 
of gasoline in a large marketing area. Thus, last week there were 17 
different retail prices posted for Shell gasoline in Los Angeles ranging 
from 23.9 cents per gallon to 28.6 cents per gallon; 41 different retail 
prices in Portland, Oreg. from 27.5 cents to 31.9 cents; 14 different 
pomes in New Orleans from 28.3 cents to 30 cents; 7 different prices in 

ouston from 22.7 cents to 25.9 cents; 18 different prices in Baltimore 
from 26 cents to 30.2 cents; 9 different prices in Boston from 20.9 cents 


to 28.9 cents and 10 different prices in Atlanta from 29.1 cents to 
31.7 cents. 
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Where we have several commission stations located in such an area, 
as we do, for instance, in Boston and Atlanta, the prices posted at 
these stations reflect the various competitive prices in the area. Thus, 
last week there were 5 different retail prices posted for Shell gasoline 
at our commission stations in Boston ranging from 22.9 cents per 
gallon to 26.9 cents per gallon and and 5 different prices at our com- 
mission stations in Atlanta from 29.1 cents per gallon to 30.9 cents 
per gallon. 

I happened to be in the city of St. Louis this week. There, 104 
Shell outlets were selling regular grade gasoline at 26.4 cents per 
gallon. 26 of these stations were commission stations ; 32 dealers were 
selling from 0.1 cent to 2 cents under this price, while 47 were selling 
from 0.1 cent to 3.2 cents above this price. 

We consider that our commission stations supplement and support 
our dealers and we endeavor to so locate them as not to compete with 
our dealers. In fact, in the selection of new dealer outlets, we seek 
to so locate them as to avoid competing with existing Shell dealers. 
The practice of selling a branded product through two channels of 
distribution is not unique to the oil industry. It is followed in such 
industries as milk, books, photographic film, tires, candy, bakery 
goods, washing machines and other appliances, and countless others. 
Nor, as a matter of fact, is it unique to the marketing phase of the oil 
business. 

Thus, in the production end of our business, we both produce and 
purchase crude oil. In transportation we both use our own equipment 
and hire the facilities of others. Whether we go one way or another, 
or both, depends upon business reasons under individual cireum- 
stances; and it is sound business reasoning that impels us to market 
through both dealers and commission stations, through dealers to the 
greatest extent and through company-operated commission stations as 
well. 

You will be interested in the following figures: You have been told 
that of the 200,000 service stations in the United States, one-third of 
them, or about 66,000, go out of business every year. Our experience 
has been substantially better than this. Only Se 18.7 
percent of our total number of operators were involved in turnovers 
during 1954. 

Mr. Arnotp. May I interrupt at that point? We have a lot of 
figures on the percent of turnover, we have also had figures in testi- 
mony concerning the fact, as has been stated before the quorum bell 
rang, that many of the operators in resale outlets or in the rural areas, 
either they are the pine-board type, or not typical of the gasoline sta- 
tions you will find in the cities. And it seems to me that these figures 
make no distinction or segregation between what I would consider 
two different types of operation. In other words, your turnover in 
your city a, should be high, while your turnover in the rural 
areas should be relatively stable. : 

Mr. Jorpan. The figures that I am quoting here again, as I said 
before, are only referring to those areas where we are in direct opera- 
tion, and not these 12,000 that our jobbers have, and therefore they 
are essentially in the metropolitan areas. And in the urban areas, 
our operation on the direct basis is pretty much confined to that— 
not directly metropolitan, but urban and the adjoining areas sur- 
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rounding. And those figures would be representative of the type to 
which your refer. 

This includes all who changed for any reason whatever; and there 
were many reasons other than business failures. Many left to become 
dealers at other Shell stations, others to become dealers of another 
supplier; some to go into other businesses; and others for reasons of 
health of self or family. 

This figure is based on our operations primarily in metropolitan 
areas. Our experience indicates that the turnover rate for service 
stations is much higher in those areas than in rural areas. In our 
jobber-operated stations, which are located primarily in rural areas, 
we estimate that in 1954 the turnover rate was only about 10 percent. 
Therefore, the combined rate of turnover in 1954 for all stations 
selling Shell products was about 13 percent or 14 percent. 

If we concentrate on economic failure as the reason for the dealers’ 
departure, only 207, or 5.5 percent of the total number of our leased 
dealers, left for that reason; and the causes of the economic failure 
included such things as diversions of traffic due to road changes, 
overextension of credit, external losses, and other personal reasons 
as well as simple failure to make a living in the operation itself. 

The 3314 percent figure which has been submitted to you should 
not be construed to mean the percentage of dealers who fail each 
year. Nevertheless, turnover of dealers is a problem which is having 
our closest attention. It is our experience that a well-trained dealer 
is a successful businessman and we have set up elaborate systems to 
encourage them to attend our training courses. 

We have 63 dealer training centers throughout our marketing 
territory representing a capital investment of about $1144 million. 
Dealers and their employees are constantly given instruction in all 
phases of profitable service station operation. We have extremely 
competent instructors; many of them have had long service in the 
retail gasoline business. Despite the value of the course, one of our 
big problems is to get the dealers and their helpers to take time off 
to attend these sessions. 

We have on our staff about 100 merchandising representatives, 
whose sole job is to teach the dealers better ways to operate their 
service stations. These men have nothing to sell and are distinguished 
from .our general line salesmen by being specialists. They work in 
the service stations, in a uniform just like the dealer, and are experts 
at their business. They greatly assist the dealers. 

You will gather from what I have said that I believe a Shell dealer- 
ship offers excellent opportunities. Not only do I think so; our 
salesmen believe so, too. In fact, 105 of the operators of Shell stations 
today are former Shell salesmen. 

Thank you again very much for your courtesy in permitting me 
to appear here soven 

Mr. Rooseveirt. Thank you, Mr. Jordan. I don’t have any more 
questions. I do, however, want to go back to that question I started 
to ask you on page 15. When you set up the standards which you 
believe are proper standards for service to the public, did you fake 
any —— to see that your other dealers aabeemel to those standards? 

Mr. Jorpan. That is the purpose, of course, of the two groups that 
I mentioned, the training station as well as these merchandising 
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instructors. The chief job of a training station is twofold: One, 
to take the man who is entering the business new and to-give him a 
sound instruction into the methods and basis of successful operation ; 
and the other is to train those who might not have gotten that when 
they started for some reason or the other, or to train their help in 
the service stations. The purpose of these merchandising instructors 
that I mentioned, the 100 of them—and when you take the hundred 
and divide that number by these 9,000 stations, you can see that there 
are not too many for the stations, in addition to the other help we 
have—is to supplement the training stations by carrying “the message 
to Garcia,” if Garcia won’t come to see them. In addition, we have 
actually put in floating training stations, we have actually built 
specialized trucks, when we find these fellows won’t come in, special- 
ized trucks that go out to them and give them courses in their own 
stations. That has been successful. 

Those are the methods that have been used and employed for some 
time. They are not new. Through those training schools we have 
endeavored to impart the best methods of operation to our dealers. 

Mr. Roosrverr. What happens in the case of a man—I am not 
saying that there is such a man—but suppose there was a case of a man 
operating 7 hours a day, he was making all the money that he wanted, 
and he refused to operate under your plan which says that the station 
must operate 10 hoursa day. What would you do about it? 

Mr. Jorpan. Not knowing the surrounding circumstances, I would 
have difficulty answering that, but if I impartially interpret what you 
would like—you are asking what I would do about it? 

Mr. Roosrvert. What the Shell Oil Co. would do about it. 

Mr. Jorpan. I thought you wanted to assume that as a hypothetical 
question. 

I can tell you what I would do. I would try to sell that fellow 
on making more money, if I was a good salesman. I would also try 
to determine first if he was getting, in effect, the full utilization and 
the potentialities of the individual property he was operating. 

Mr. Roosrverr. And if you failed to sell him? 

Mr. Jorpan. There are bound to be differences of viewpoints, and’ 
many times it is because the other fellow hasn’t thought of certain 
things. There have been dealers who have actually, by experience, 
tried it, and it had turned out. I understand there have been some who 
have tried it, and it didn’t prove to be desirable. Our interest is to 
have the dealer do the maximum volume with the maximum profit 
possibilities for the individual station that he is operating, whether he 
owns it or whether we own it. 

Mr. Roosrveur. Mr. Jordon, you are an excellent salesman, but 
don’t get off the hook here. 

The specific thing I want to know is, what do you do about the 
man who, in spite of all your excellent salesmanship, still says, “I will 
run my own station the way I want, and I don’t care whether you 
think 10 hours a day is good for the public, I say I am doing all right 
on 7 hours a day”; what are you going to do about it? 
ont Jorpan. I assume you are referring to a man that owns his own 

ion. 

Mr. Rooszveur. No; he leases it from you. 

Mr. Jorpan. Well, there are some 5,000 that don’t.. If you are 
talking about the man who leases a station from us, and if we had a 
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property which, as I say, upon a very careful study, not just a guess, 
we found was not realizing its full potential, and that property in- 
volved substantial real-estate investments or other obligations, if 
we found that we were failing to get a fair return on that investment 
commensurate with its potentialities, and if after all of the fine sales 
efforts Mr. Zilch, or whatever his name might be, failed to recognize 
that, I think, as a good businessman, I would eventually have to look 
for another tenant. 


Mr. Roosevetr. Thank you. That is the answer I wanted. 

Mr. Steed. 

Mr. Sreep. Mr. Jordan, in a comparable situation, is there any 
difference i: the price that a retailer pays for his gasoline if he takes 
it from you direct, or if he takes it through a jobber ? 

Mr. Jorpan. When you say price, sir, bear in mind that with the 
exception of these very limited few that I mentioned, we would have 
no areas in which the dealer would be buying in the same area. 

Mr. Streep. What I am getting at is, would the price to the dealer, 
under comparable circumstances, be more or less, if he dealt with the 
jobber or with the company ? 

Mr. Jorpan. I would say, answering it again—it must be com- 
parative, because there is no such thing as a uniform price throughout 
the country —— 

Mr. Steep. I know that. 

Mr. Jorpan. And relating it to the area, I would say that he is 
probably paying a comparative price rather than a higher or lower 

rice, sir. 

. Mr. Srexp. Then you are saying that the use of the jobber as a 
middleman between you and the ue does not add any extra cost 
to the dealer? 

Mr. Jorpan. None whatsoever. In fact, the jobber is sold on a 
basis whereby he can perform the entire functions of distribution, 
he has his own plant facilities, he has his own trucks, he has his own 
salesmen. If he owns property, then he has that. He has all the 
facilities to carry out te whole function in the distribution system. 
So in doing that, he would sell at comparable prices. 

Mr. Srezp. If you had a jobber that became incompetent or ineffi- 
cient and whose operating costs were compelling him to charge retail 
outlets more than you thought was necessary, what steps would you 
take in that re ? 

Mr. Jorpan. I would say, sir, if, in the vein of the question that you 
ask, I would be looking for another jobber. If he has become so 
inefficient as you mentioned, that he has to charge a higher price than 
xt | CO in the area, I think we probably have the wrong 
jobber. 

_Mr. Steep. I take it then, that you feel it is the company’s respon- 
sibility to follow the gasoline all the way through, so that your retail 
dealer working under a jobber remains competitive with other 
companies, 

_ Mr. Jorpan. I think I have failed to point out here successfully— 
i fact, I didn’t mention it—but we go to great extremes in the train- 
sy ay our jobbers in good business principles. 

r. Steep. I was asking these questions because of the emphasis 
you had placed on the fact that you did use a lot of jobbers. 
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Mr. Jorpan. We have found jobbers very successful, and we have 
them for a specific reason in specific areas. When, in our opinion, 
the jobber can do a better job more effectively than we can, we say 
we want a good jobber there. 

Mr. Srexep. I suppose there are geographical and physical condi- 
tions that make that desirable, in any event. 

Mr. Jorpan. Many of them, personal, and many other things. 

Mr. Steep. That is all. 

Mr. Rooseverr. Mr. Arnold. 

Mr. Arnon. I just had 1 or 2 questions I wanted to ask about com- 
mission stations. 

Is it the practice or the policy of your company to, in effect, give 
a commission operator an option to turn over the commission station 
into a lease station, provided, of course, he is successful and has met 
the various standards that you have set up ? 

Mr. Jorpan. When you say an option, you mean as a contractual 
option of some kind, or—— 

Mr. Arnorp. I don’t want to limit it that way. 

I wanted to ask you, No. 1, do you have a legal right; No. 2, as a 
matter of practice, if he does a good job and meets your standards, 
and he says, “Can I have a lease now?” would you give him a lease? 

Mr. Jorpan. Yes, we would. But, you know, the surprising thing 
is, we probably have more that say, “I don’t want the lease, because 
this big obligation, this thing is so big, when I get into it, that I don’t 
want to put this much money in it, and I would like to have you, as 
Joe Shell, to lean on;” although he might, and in most. cases can make 
a little extra money, he still doesn’t want to take on that obligation. 

And it is surprising, when we go into this with many of these on 
this probationary period to which you refer, when we get at the end 
of that, say 6 months, the fellow says, “Give me another 6 months, 
I want to take a good look at this.” And we have had fellows that 
went for 3 years on that basis. So it isn’t just one way, it is some- 
thing that has to be agreed to in each individual case, because they are 
all individual cases, and not. all the same. 

Mr. Arnoxp. But ordinarily if a person did want a lease station, 
you would certainly consider him acceptable? 

Mr. Jorpan. Ordinarily, yes. 

Mr. Arnotp. The other question is: I had the feeling from your 
testimony when you spoke of the advantages of the commission sta- 
tion that there was a reasonable advantage in your mind to the com- 
mission station over any other type of operation—perhaps that is 
incorrect—then the followup question on that was whether the Shell 
Oil Co. contemplated an increase or a decrease or a stationary level 
of C. stations. 

Mr. Jorpan. I think that will have to depend on the facts as they 
arise. But if I can answer your question and not necessarily be held 
to it from now on—because you can’t tell what conditions are going 
to be from now on out—I think it would be pretty close to what we 
now have, pretty close to that, because the numbers that you open up 
and turnover are about sufficient to keep the thing about eneT 
because you don’t open all stations one day, they are over a period 0 
time. And with the mortality which occurs and the losses of sta- 
tions—not for business failures in stations, because the mortality im 
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service stations is roughly—and this is only a horseback figure, but 
it is not far off—is about 5 percent per year, not because of business 
failures of dealers, but changes of highways, changes of streets, peo- 
ple who have property they want to build office buildings on, and they 
get too valuable, in their opinion, for service stations—all types of 
things. 

Mr. ArnotpD. Just one final question: Have you asked in the past 
2 or 3 years any operators you hold under a lease to convert those 
stations into a commission-type or a consignee-type station ? 

Mr. Jorpan. You are asking me if we have. I can’t categorically 
answer that, because I don’t know. By the very nature of our organ- 
ization, with our district managers—I can’t possibly keep up with all 
of them. 

Mr. Arnoxp. I understand. 

Mr. Roosrveir. You probably have cases where on the request of the 
dealer—— 

Mr. Jorpan. On the request of the dealer, I am sure that that has 
happened. But on this overzealous salesman you have talked about, 
1 would not say that might not happen. 

Mr. Arnoxp. In this Rockville, Md., situation, where they did ask 
them to convert to a C-station, I wanted to ask whether in your 
opinion that was an isolated case. 

Mr. Jorpan, I think I answered that McGee resigned. 

Mr. Steep. This question is mostly curiosity on my part, and prob- 
ably has little relationship to the problem with which we are dealing 
here, and probably I won’t get an answer. But how much relation- 
ship is there between the cost of the production of a gallon of gasoline 
and the wholesale price charged for it in a given area? 

Mr. Jorpan. You are asking me a question, sir, that I must admit— 
I have only been in the business 30 years, and I don’t know what the 
cost of production of a gallon of gasoline is, sir. It is almost like what 
the squeal of a pig is worth to a packinghouse. I don’t know, sir. 
But I think fundamentally what you are getting at is, based upon the 
cost of gasoline, on buying it, and that is the only way that we can 
properly look at this, in buying it and laying it down, that the public 

as been getting a fine bargain over the past few years in the price 
of gasoline. 

Mr. Steep. I was leading up to this: In view of the variety of by- 
_— that come out of a barrel of oil crude, isn’t it true that gaso- 
ine does not actually carry the whole load of the cost of production 
of itself, that the byproducts carry a lot of it? 

Mr. Jorpan. If it did, you would be paying twice as much for it, 
about that, from what little I have been able to learn about it. I have 
never seen an answer to what is the cost of a gallon of gas. I don’t 
think anybody could tell you. 

Mr. Roosgvetr. Mr. Steed said a while ago that he wouldn’t get a 
satisfactory answer to that question. 

But to carry it out a little further, in the price that you finally 
set, is there any effort to average up the price of the fuel that you buy 
domestically, as against the imported fuel that you buy? 

Mr. Jorpan. Are you talking about the industry or Shell ? 

r. Roosrvert. You can answer it either way. 
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Mr. Jorpan. I can’t very well, because we don’t import. So I know 
nothing about it. 

Mr. Drie. There is another question I would like to ask, in a sort 
of overall defense of the oil industry, in which I am interested, being 
a representative of an oil area 

Mr. Jorpan. Pardon me. I want to be sure that you are talking in 
terms of crude oil. 

Mr. Sreep. Yes. 

Since I represent a very large oil-producing area, I am not above 
trying to defend the industry when I can. 

Taking a nee of 20 or 30 years ago, and considering the price of 
gasoline to the consumer at that time, and the quality of gasoline at 
that time, and not taking into consideration the taxes, but just the 
product itself, and comparing that to the price the consumer pays 
today, and taking into account the improvement in the quality, have 
you seen any studies as to the increase in that price to the consumer 
over a period of 20 or 30 years? 

Mr. Jorpan. When you say “studies,” I have seen statements that 
have been referred to from time to time that are in the trade papers, 
and such as that. 

Mr. STEED. Can you give us some idea as to how it stands today, 
compared with then? 

Mr. JorpAN. Only in a comparative way, and from a personal 
standpoint, to say that if there is any so-called complete investigation 
or report to substantiate that, I have never seen one. I can give you 
my personal opinion, sir. 

Mr. Sreep. [ think, generally speaking, that you will agree with 
this, that not only has the quality of gasoline improved remarkably 
over the years, but that the price of the product itself, not including 
the taxes and other costs to the consumer, has increased less probably 
than any other generally used commodity. 

Mr. Jorpan. My personal opinion was going to be that the con- 
sumers have had a reduction in the price of gasoline, sir, not an 
increase, based upon the factors that you have mentioned, the increase 
in the quality, all of the other factors, that he has in effect had a 
comparative reduction in the price of gas. 

Mr. Streep. I wanted to get that in there, because we may leave 
the impression that the consumer is not getting as good a deal from 
the oil industry as he is getting from other industries. 

Mr. Jorpan. I know that I have personally looked into it several 
times, and I find that gasoline is actually cheaper today than it was 
years ago, after taxes, the retail prices. 

Mr. Roosrvert. Any other questions? 

(No response. ) 

Mr. Roosevett. Thank you very much, Mr. Jordan. 

We enjoyed having you. You have been very helpful to the 
committee. 
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(The exhibits to the testimony of Mr. Jordan are as follows:) 


; LEASE 
This lease, dated____._.__._-_-~-- , 19___, between Shell Oil Company, a Dela- 


ware corporation with offices at _.--....---_.----_-- Serradi ad ea os 
(herein called “Shell”), and ~----.---_-.--.--_-- OD ses ge in 


Nee ote achat ce ISAS =! (herein called “Lessee” ), 
Witnesseth : 


1. Demise: Shell hereby leases to Lessee, and Lessee hereby leases from Shell, 
the following described land, situated at --........---.._---.----__~_------- 


fh oe ghana EE OB oh B lssniks , State of 






together with the buildings, improvements and equipment located thereon, de- 
seribed in Exhibit A hereof (which, together with said land, are herein collec- 
tively called “the premises”). Lessee hereby acknowledges receipt of the premises 
in good and safe condition and repair. 

2. Term: The term of this lease shall be a primary period beginning on the 
> ee day of ~..---.....-...., 19..., and ending on the --.-_._ day of 
pw OES: , 19___, and shall continue from year to year thereafter; but 
either Shell or Lessee may terminate this lease at the end of the primary period 
or any subsequent lease-year by giving the other at least ten (10) days’ notice. 
3. Rent: Lessee shall pay Shell, as rent for each calendar month, the sum 





















@ iS Welaee (Gi ks ), payable in advance on the first day of 
each such month. Rent for any period less than a calendar month shall be 
prorated. 


4. Use: Lessee shall observe and comply with all Federal, State and munici- 
pal laws, ordinances, regulations, orders, licenses and permits, and with all 
rules and requirements of Shell’s insurers, relating to the premises, to any use 
thereof or to any activity thereon. Lessee shall pay all charges incident to 
Lessee’s use of the premises or the business conducted thereon, including all 
license, permit, occupation and inspection taxes and fees, all water, gas, elec- 
tricity, telephone and other utility charges (all meters and accounts for which 
shall be in Lessee’s name), and all taxes on Lessee’s property on the premises; 
and if Lessee fails so to do, Shell may pay such charges and charge the same 
to Lessee. Lessee shall not make any attachments or additions to, or any 
structural alterations of, any building on the premises, or construct any addi- 
tional buildings or structures on the premises, without Shell’s prior written 
consent. No intoxicating beverages shall ever be sold or otherwise disposed of 
on the premises. 

5. Repairs—Replacements: Lessee shall at all times keep the premises (in- 
cluding adjacent sidewalks and driveways) neat and clean and maintain the 
same in good order and repair. Lessee shall promptly repair or replace any of 
the buildings, improvements or equipment damaged, destroyed, lost, stolen or 
otherwise in need of repair or replacement, by any cause except fire or other 
easualty not caused by acts or omissions of Lessee or Lessee’s employees; and 
if Lessee fails so to do, Shell may make such repairs or replacements and 
charge to Lessee the actual cost thereof or, in lieu of making such repairs or 
replacements, may charge to Lessee a sum equal to the reasonable cost of such 
repairs or the reasonable value of such replacements. If the premises are ren- 
dered unfit for occupancy by fire or other casualty howsoever caused, Shell may 
terminate this lease by notice to Lessee, without, however, releasing Lessee’s 
obligations hereunder or by law if the fire or other casualty was caused by acts 
or omissions of Lessee or Lessee’s employees. Shell shall have the right to en- 
ter the premises at any time for the purpose of inspecting the same and making 
repairs and replacements. 

6. Security: Shell hereby acknowledges receipt from Lessee of the sum of 
wonne ---.. Dollars ($__-..--.-_) as a non-interest-bearing deposit (which may 
be mingled with Shell’s other funds) to secure Lessee’s performance and ob- 
Servance of the covenants and conditions of this lease and the payment of any 
indebtedness of Lessee to Shell, whether under this lease or otherwise. Shell 
may, from time to time, apply all or any part of said sum to the payment of 
such indebtedness; and upon Shell’s demand, Lessee shall deposit with Shell 
additional sums equal to those so applied. At the termination of this lease 
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Shell shall return to Lessee any unapplied balance of the sums deposited by 
Lessee hereunder. 

7. Indemnity: Lessee shall indemnify Shell against any and all claims and 
liability for injury or death of persons or damage to property, or for liens on 
the premises, caused by or happening in connection with the premises (includ- 
ing the adjacent sidewalks and driveways) or the condition, maintenance, pos- 
session or use thereof or the operations thereon. 

8. Assignment—Subleasing: Lessee shall not assign or mortgage this lease, 
or sublease, or permit any other person, firm or corporation to occupy or use, 
all or any part of the premises, without Shell’s prior written consent. 

9. Remedies: If Lessee defaults in the performance or observance of any of 
the covenants or conditions of this lease or enters bankruptcy or insolvency 
proceedings (voluntarily or involuntarily) or makes an assignment for the ben- 
efit of creditors; or if Lessee’s interest in or under this lease becomes vested, 
by operation of law or otherwise, in any other person, firm or corporation; or 
in event of Lessee’s death; or if Lessee abandons the premises; or if all or any 
part of the premises is condemned for public or quasi-public use: Shell may, 
at its option and without notice, terminate this lease and re-enter and repossess 
the premises, without prejudice to any other rights or remedies hereunder or by 
law. At any termination of this lease, Lessee shall peaceably surrender pos- 
session of the premises to Shell. As to any of Lessee’s property which Lessee 
fails to remove from the premises at any termination of this lease, Shell shall 
have the right to sell all or any part of the same for Lessee’s account on such 
terms as Shell may desire, but with the rights in Shell to apply the proceeds of 
such sale to the payment of any indebtedness of Lessee to Shell, whether under 
this lease or otherwise, and to purchase any or all such personal property. All 
sums charged to Lessee by Shell under the provisions of this lease shall be pay- 
able by Lessee to Shell on demand and shall bear interest therefrom at the rate 
of six per cent (6%) per annum until paid. Lessee shall reimburse Shell on 
demand for all reasonable costs (including attorneys’ fees) incurred by Shell in 
enforcing any of its rights or remedies hereunder. Shell’s right to require 
strict performance of Lessee’s obligations hereunder shall not be affected by 
any previous waiver, forbearance or course of dealing. 

10. Underlying estates: If Shell is not the owner of the premises, this lease 
is subject to all the covenants and conditions of the lease under which Shell is 
now entitled to possession and shall terminate automatically upon any termina- 
tion, expiration or assignment of such lease; and Lessee shall not do or suffer 
to be done any act or omission which would impair or jeopardize Shell’s interest 
under its said lease. If Shell is the owner of the premises and should sell or 
eontract to sell all or any part thereof, Shell or Shell’s vendee shall have the 
right to terminate this lease by giving Lessee at least thirty (30) days’ notice. 

11. Lessee’s business: Nothing in this lease shall be construed as reserving 
to Shell any right to exercise any control over, or to direct in any respect the 
conduct or management of, the business or operations of Lessee on the premises; 
but the entire control and direction of such business and operations shall be and 
remain in Lessee, subject only to Lessee’s performance of the obligations of this 
lease. Neither Lessee nor any person performing any duties or engaged in any 
work on the premises at the request of Lessee shall be deemed an employee or 
agent of Shell. This lease does not confer on Lessee any rights to use Shell’s 
trade-marks, trade names, color schemes or advertising signs or devices, 

12. Notices: All notices hereunder shall be in writing, may be given to Lessee 
by personal service or to either Lessee or Shell by registered letter or telegram, 
and, in the latter instances, shall be deemed given when the letter is deposited in 
the mail or the telegram filed with the telegraph company, postage or charges 
prepaid, and addressed to the party for whom, intended at such party’s address 
first herein specified, or to such other address as may be substituted therefor by 
proper notice hereunder. 

13. Entirety—Execution—Succession: This lease terminates, as of the begin- 
ning date of the term hereof, any prior lease by Shell to Lessee of the premises, 
and merges and supersedes all prior negotiations, representations and agree- 
ments, and constitutes the entire contract, between Shell and Lessee concerning 
the leasing of the premises and the consideration therefor. Neither this lease 
nor any subsequent amendment or supplement thereto shall be binding on Shell 
unless and until it is signed in Shell’s behalf by a representative duly authorized 
by its Board of Directors, and a copy thereof so signed is delivered to Lessee. 
Subject to articles 8 and 9, this lease shall be binding on and inure to the benefit 
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of the heirs, administrators, executors, successors and assigns of Lessee, and 
the successors and assigns of Shell. 
In witness whereof, this lease is executed as of the date first herein written. 


Witnesses to execution by Shell: SHELL Or CoMPANY 
cope tcerenetans bite dines lpia tliat likened ee Deleted tap etcetera eet ene 
<Susrthety--hnitehiiiar/oa-catadbaiiciinai colar imide tepdimmamiidananes *. Mademideraatapmahammantareten-atesosianeece od (Seal) 
Witnesses to execution by Lessee “Lessee” 
Exursir A 

Building: * Air stand and/or towers: 
dtd eaninepatimaiiaecacumiaati aniaan tied Make Type Model Serial No. 
Heat da. PO Oe rs te fen eo) eee tee mane 
xtakeniidendicaaumieieAdeaecesnaaaiaaamaeeaeaie Make Type Model Serial No. 
Retweemncadgeet:* . ss ss Dahon douy We oau 
wep pape iidanrintep-sipuctiinlac tae tidaeiiimanimniacanaemennaenee H. P. lub equipment: 
a~pcansin- eigen tpdipniameniiaiedate ggg tinge amie tosectataiaianeg aiid Make Type Model Serial No. 
aa en eT moreso prommoces: faves a0 Tote Te ip op 
Make Type Model gy peeve a a se ssisin 
ovtrnnateanenaidiindnt mina nadie nipeiseiaaimmamcepemmade Hand lub guns: 
~-~qudunemmpamenvenmeiemiemmeneemmeamediamnaate Type Make Number 
Stee et TOT Wane pel Serie Tomi 30) ory oe gay 
Number Capacity or I We ee ee oe) 
= wgentiienbqadngndaataeneaiaamenaassaiimemnaeaates Miscellaneous 
sevave-ebiiedesinmiadiaiacatniidtamiipeaetiiasntiaeaaamniaaatimataaedia Number Item 
Aik ee. NOs TS DER Sear Batis a ao ye 
Make Model De eee ee 

*Describe briefly. 

DEALERS SALES AGREEMENT 

This contract, dated _....._..___-__-_-__ , 19___, between Shell Oil Company, 
Withl Giiees at 2b uid ed adalat fone te (herein called “Shell’”), 
mne@ ) Gavbeos 2igbse 2a 0s Soasurl) esisaziien Pees et, sel (herein 


called “Dealer” ). 

Witnesseth : 

1. Pruducts—Quantities: Shell shall sell and deliver to Dealer, and Dealer 
shall purchase and receive from Shell, such quantiies of “Shell” gasolines and 
“Shell” automotive lubricants as Dealer shall order from time to time during the 
continuance of this Contract, for resale at Dealer’s service station or garage 
loedited at iia nl amie t iii ee Fo ribers e eielab sali fi oe sls 
Said products shall be of the kinds, grades, brands and quality being sold gen- 
erally by Shell, at the time of delivery, from Shell’s distributing plant from which 
deliveries are ordinarily made to Dealer hereunder, for resale at service stations. 

2. Prices—Terms: The prices shall be: (a) for gasolines, Shell’s posted dealer 
prices for the respective grades and brands delivered, in effect on date and for 
place of delivery, as posted at Shell’s distributing plant from which deliveries are 
made to Dealer hereunder; and (b) for automotive lubricants, Shell’s dealer list 
prices for the respective grades, brands, packages and quantities delivered, in 
effect on date and for place of delivery, less any applicable listed discounts. 
Terms of payment shall be cash on delivery of stich credit terms as may be 
extended by Shell, which may be altered or revoked by Shell at any time. 

3. Deliveries—Containers : Deliveries shall be made at Dealer’s said station or 
garage by any means of transportation and in any containers that Shell may 
Select. Shell shall not be obligated to make any delivery outside of its usual 
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business hours or, as to gasoline, in any quantity less than gallons. All 
containers shall be nonreturnable, unless specified by Shell from time to time as 
returnable, in which case the terms on which the containers are returnable and 
the charges payable by Dealer upon failure to return the same shall be those 
established by Shell from time to time. 

4. Period: This Contract shall be in effect for a primary period begin- 
ning , 19___, and ending . 10... Sue 
from year to year thereafter; but either Dealer or Shell may terminate this 
Contract at any time by giving the other at least ten (10) days’ notice. 

5. Use of trademarks, etc.: Dealer may use Shell’s trademarks, trade names 
and color scheme to identify avd advertise, at said station or garage, any products 
purchased hereunder, Dealer shall not sell, under Shell’s trademarks, trade names 
or color scheme, any products other than those purchased hereunder, or any 
mixture or adulteration of any product purchased hereunder with any other 
product or material. If Dealer ceases to purchase products hereunder or if 
this Contract terminates for any reason, Dealer shall immediately and completely 
discontinue the use of Shell’s trademarks, trade names and color scheme. All 
signs and other advertising devices, heretofore or hereafter furnished by Shell to 
Dealer, shall remain the property of Shell, shall be used solely in connection with 
Dealer’s sale of products purchased hereunder, and shall be returned to Shell 
immediately upon demand. 

6. Claims: Shell shall have no liability to Dealer for any defect in quality or 
shortage in quantity of products delivered hereunder, unless Dealer gives Shell 
notice of Dealer’s claim within five (5) days after delivery of the products in 
question, and Shell is given reasonable opportunity to inspect such products. 
Shell shall have no liability to Dealer for any other claim, and Dealer shall have 
no liability to Shell for any claim (except for indebtedness or relating to equip- 
ment), arising directly or indirectly out of or in connection with this Contract 
or any sales or deliveries of petroleum products by Shell to Dealer hereunder or 
otherwise, unless the claimant gives the other party notice of the claim within 
ninety (90) days after the date of the sale, delivery or other transaction or 
occurrence giving rise to the claim. Every notice of claim shall set forth fully 
the facts on which the claim is based. 

7. Taxes: Any tax, duty, charge or fee, now or hereafter levied on the products 
sold hereunder, or on Shell, or required to be paid or collected by Shell, by reason 
of the delivery, sale or use of said products, shall be paid by Dealer in addition 
to the prices specified herein, insofar as the same is not expressly included in 
such prices. 

8. Excuses for nonperformance: Shell shall be excused from performance of its 
obligations under this Contract when and to the extent that such performance is 
delayed or prevented by any cause reasonably beyond Shell’s control. If Shell’s 
supply of any product covered hereby at the place from which deliveries thereof 
are usually made hereunder is or will be insufficient at any time for Shell to fill 
all orders which normally are or would be filled from such place, then Shell, 
irrespective of the cause of such insufficiency, may discontinue deliveries of such 
product hereunder or apportion deliveries thereof among orders received from 
Dealer and from other purchasers, in such manner as Shell, in its sole discretion, 
may determine. 

9. Assignability: Neither this Contract nor any claim against Shell arising 
directly or indirectly out of or in connection with this Contract shall be assignable 
by Dealer or by operation of law, without the prior written consent of Shell. 

10. Remedies—Waiver: If Dealer breaches any of the provisions of this Con- 
tract, or if Dealer defaults in payment of any indebtedness to Shell, whether 
under this Contract or otherwise, or in event of Dealer’s death: Shell shall have 
the right to suspend deliveries hereunder or to terminate this Contract by notice 
to Dealer, without prejudice to any other rights or remedies Shell may have 
hereunder or by law. Shell’s right to require strict performance of Dealer’s 
obligations hereunder shall not be affected in any way by any previous waiver, 
forbearance or course of dealing. 

11. Notices: All notices hereunder shall be in writing, may be given to Dealer 
by personal service or to either Dealer or Shell by registered letter or telegram, 
and, in the latter instances, shall be deemed given when the letter is deposited 
in the mail or the telegram filed with the telegraph company, postage or charges 
prepaid, and addressed to the party for whom intended at such party’s address 
first herein specified, or to such other address as may be substituted therefor by 
proper notice hereunder. 
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12. Entirety—Release—Execution: This Contract comprises the entire agree- 
ment between Shell and Dealer, and there are no agreements, understandings, 
condilivns, warranties, or representations, oral or written, express or implied, 
concerning the subject matter or in consideration hereof, that are not merged 
herein or superseded hereby. All prior contracts between Shell and Dealer 
concerning the subject matter hereof are hereby terminated as of the béginning 
date of the period hereof; and Shell and Dealer hereby release each other from 
all claims which each now has against the other, whether or not now known to 
either, arising directly or indirectly out of or in connection with any such prior 
contract between Shell and Dealer or any sales or deliveries of petroleum products 
by Shell to Dealer thereunder or otherwise, prior to said beginning date, except- 
ing, however, claims of Shell against Dealer for indebtedness or relating to 
equipment. Neither this Contract nor any subsequent amendment or supplement 
thereto shall be binding on Shell unless and until it is signed in Shell’s behalf 
by a representative duly authorized by its Board of Directors, and a copy thereof 
so signed is delivered to Dealer. 

In witness whereof, this Contract is executed as of the date first herein 
written. 


SHELL Orn CoMPANY, 





i a i een tintin 
Dealer 
DEALER SALES CONTRACT 

"Pts combats ROG a inedd nis ctectmneiemeet 19__, between Shell Oil Company, 
with: OMf@G6 OO Scig02—ed5ae dh TN a (herein called 
“hell ); Gr So eee ict tcikig rnb tle aene OU aI pci tse ie cecienenan 
(herein called “Dealer’’), 

Witnesseth : 


1. Products—quantities: Shell shall sell and deliver to Dealer, and Dealer 
shall purchase and receive from Shell, such quantities of “Shell” gasolines and 
“Shell” automotive lubricants as Dealer shall order from time to time during 
the continuance of this Contract, for resale at Dealer’s service station or garage 
10C0 Fe Cb iisediaisacsid deoadaaais UD (che sk deesdettlnnchatmntinnabiiioton a i Csi a al . 
but not less nor more, during each contract year, than the following respective 
minimum and maximum quantities: 


“Shell” Product Minimum Maximum 
Gasoline@ts. iiwisbiiedil a ines a coil ON hig i gallons 
Automotive Lubricants: Oils ____.-._.--____ ONE dete gallons 
Greases___.-_______ IS Sass cl i a, gallons 


Said products shall be of the kinds, grades, brands, and quality being sold 
generally by Shell, at the time of delivery, from Shell’s distributing plant from 
which deliveries are ordinarily made to Dealer hereunder, for resale at service 
stations. 

2. Prices—terms: The prices shall be: (a) for gasolines, Shell’s posted dealer 
prices for the respective grades and brands delivered, in effect on date and 
for place of delivery, as posted at Shell’s distributing plant from which deliveries 
are made to Dealer hereunder; and (0) for automotive lubricants, Shell’s dealer 
list prices for the respective grades, brands, packages, and quantities delivered, 
in effect on date and for place of delivery, less any applicable listed discounts. 
Terms of payment shall be cash on delivery or such credit terms as may be 
extended by Shell, which may be altered or revoked by Shell at any time. 

3. Deliveries—containers: Deliveries shall be made at Dealer’s said station 
or garage by any means of transportation and in any containers that Shell may 
Select. Shell shall not be obligated to make any delivery outside of its usual 
business hours, or, as to gasoline, in any quantity less than gallons. 
All containers shall be non-returnable, unless specified by Shell from time to 
time as returnable, in which case the terms on which the containers are return- 
able and the charges payable by Dealer upon failure to return the same shall 
be those established by Shell from time to time. 

4. Period: This Contract shall be in effect for a primary period beginning 
lita tn tisllilentaapdeneteninn ene aint liane irnetieeinnigteires Mtnee. HIE 
from year to year thereafter; but Dealer may terminate this Contract at the 
end of the primary period or of any subsequent contract year, by giving Shell 
at least thirty (30) days’ notice; and Shell may terminate this Contract at 
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the end of the first or any subsequent contract year, by giving Dealer at least 
thirty (30) days’ notice. Whenever used herein, “contract year” means any 
year beginning on the beginning date of the primary period of this Contract Jr 
any anniversary thereof and ending on the next succeeding anniversary thereof. 

5. Use of trademarks, etc.: Dealer may use Shell’s trademarks, trade names, 
and color scheme to identify and advertise, at said station or garage, any products 
purchased hereunder. Dealer shall not sell, under Shell’s trademarks, trade 
names, or color scheme any products other than those purchased hereunder, or 
any mixture or adulteration of any product purchased hereunder with any other 
product or material. If Dealer ceases to purchase products hereunder or if 
this Contract terminates for any reason, Dealer shall immediately and com- 
pletely discontinue the use of Shell’s trademarks, trade names, and color scheme. 
All signs and other advertising devices, heretofore or hereafter furnished by 
Shell to Dealer, shall remain the property of Shell, shall be used solely in connec- 
tion with Dealer’s sale of products purchased hereunder, and shall be returned to 
Shell immediately upon demand. 

6. Claims: Shell shall have no liability to Dealer for any defect in quality 
or shortage in quantity of products delivered hereunder, unless Dealer gives 
Shell notice of Dealer’s claim within five (5) days after delivery of the products 
in question, and Shell is given reasonable opportunity to inspect such products, 
Shell shall have no liability to Dealer for any other claim, and Dealer shall 
have no laibility to Shell for any claim (except for indebtedness or relating to 
equipment), arising directly or indirectly out of or in connection with this 
Contract or any sales or deliveries of petroleum products by Shell to Dealer 
hereunder or otherwise, unless the claimant gives the other party notice of the 
claim within ninety (90) days after the date of the sale, delivery, or other 
transaction, or occurrence giving rise to the claim. Bvery notice of claim shall 
set forth fully the facts on which the claim is based. 

7. Taxes: Any tax, duty, charge, or fee now or hereafter levied on the products 
sold hereunder, or on Shell, or required to be paid or collected by Shell, by 
reason of the delivery, sale, or use of said products, shall be paid by Dealer in 
addition to the prices specified herein, insofar as the same is not expressly 
included in such prices. 

8. Excuses for nonperformance: Shell shall be excused from performance of 
its obligations under this Contract when and to the extent that such performance 
is delayed or prevented by any cause reasonably beyond Shell’s control. If 
Shell’s supply of any product covered hereby at the place from which deliveries 
thereof are usually made hereunder is or will be insufficient at any time for 
Shell to fill all orders which normally are or would be filled from such place, 
then Shell, irrespective of the cause of such insufficiency, may discontinue 
deliveries of such product hereunder or apportion deliveries thereof among 
orders received from Dealer and from other purchasers, in such manner as Shell, 
in its sole discretion, may determine. 

9. Assignability: Neither this Contract nor any claim against Shell arising 
directly or indirectly out of or in connection with this Contract shall be assign- 
abe by Dealer or by operation of law, without the prior written consent of 
Shell. 

10. RemetHes—waiver: If Dealer breaches any of the provisions of this Con- 
tract, or if Dealer defaults in payment of any indebtedness to Shell, whether 
under this Contract or otherwise, or in event of Dealer’s death: Shell shall 
have the right to suspend deliveries hereunder or to terminate this Contract 
by notice to Dealer, without prejudice to any other rights or remedies Shell may 
have hereunder or by law. Shell’s right to require strict performance of Dealer’s 
obligations hereunder shall not be affected in any way be any previous waiver, 
forbearance, or course of dealing. 

11. Notices: All notices hereunder shall be in writing, may be given to Dealer 
by personal service or to either Dealer or Shell by registered letter or telegram, 
and, in the latter instances, shall be deemed given when the letter is deposited 
in the mail or the telegram filed with the telegraph company, postage or charges 
prepaid, and addressed to the party for whom intended at such party’s address 
first herein specified, or to such other address as may be substituted therefor by 
proper notice hereunder. 

12. Entirety—release—execution: This Contract comprises the entire agree- 
ment between Shell and Dealer, and there are no agreements, understandings, 
conditions, warranties, or representations, oral or written, express or implied, 
concerning the subject matter or in consideration hereof, that are not merged 
herein or superseded hereby. All prior contracts between Shell and Dealer con- 
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cerning the subject matter hereof are hereby terminated as of the beginning 
date of the period hereof; and Shell and Dealer hereby release each other from 
all claims which each now has against the other, whether or not now known 
to either, arising directly or indirectly out of or in connection with any such 
prior contract between Shell and Dealer or any sales or deliveries of petroleum 
products by Shell to Dealer thereunder or otherwise, prior to said beginning 
date, excepting, however, claims of Shell against Dealer for indebtedness or 
relating to equipment. Neither this Contract nor any subsequent amendment or 
supplement thereto shall be binding on Shell unless and until it is signed in 
Shell’s behalf by a representative duly authorized by its Board of Directors, 
and a copy thereof so signed is delivered to Dealer. 
The equipment loan provisions in articles 13 to 17 (inclusive) set forth below 
are hereby incorporated in and made part of this Contract. 
In witness whereof, this Contract is executed as of the date first herein 
written. 
SHELL Or COMPANY 
NT skate chee icn ccahcharpn nd tna ins 


“Dealer” 


EQUIPMENT LOAN PROVISIONS 


13. Loan: Shell hereby loans to Dealer the following described equipment, now 
or hereafter to be located on the premises of Dealer’s said service station or 
garage: 


ee ee a a a a a a a a eee 


Dealer hereby acknowledges receipt of all said equipment in good and safe con- 
dition and repair. All other equipment, if any, furnished by Shell to Dealer, 
during the continuance of this Contract, to be located on said premises, shall be 
subject to the provisions of this Contract. 

14. Use: Dealer shall not remove or permit removal of said equipment or any 
part thereof from said premises; shall maintain said equipment in good repair 
and efficient operating condition ; and shall return the same to Shell, immediately 
upon any termination of this Contract, in as good condition as when received 
by Dealer, excepting only reasonable wear and tear and damage by fire or other 
casualty not resulting from acts or omissions of Dealer or Dealer’s employees. 
Shell shall have the right to inspect, repair, and paint said equipment, and to 
enter said premises at any time for such purposes. 

15. Charges: Dealer shall pay all taxes, assessments, license, permit and 
inspection fees, and other governmental charges on said equipment or on Shell 
or Dealer with respect to the possession or use thereof or the business conducted 
in connection therewith. 

16. Indemnity: Dealer shall indemnify Shell against any and all claims and 
liability for injury or death of persons or damage to property caused by or hap- 
pening in connection with said equipment or the condition, maintenance, posses- 
sion, or use thereof. 

17. Ownership and remoyal by Shell: All of said equipment shall remain the 
personal property of Shell, notwithstanding any attachment thereof to said 
premises; and Shell may enter said premises and remove therefrom all or any 
part of said equipment within sixty (60) days after any termination of this 
Contract. If, after any termination of this Contract, said equipment or any 
part thereof remains on said premises because Dealer or a third party has 
rurchased the same, Dealer shall immediately remove or cause to be removed 
Shell’s trademarks, trade names, and color scheme from said equipment; and 
if Dealer fails so to do, Shell may enter sqid premises and, at Dealer’s expense, 
remove Shell’s trademarks, trade names, and color scheme from said equipment. 


CONSENT AND AGREEMENT 


The undersigned, being the owner(s) and/or mortagee(s) of the premises on 
which is located the service station or garage operated by the party called 
“Dealer” in the foregoing Dealer Sales Contract and herein, in consideration 
of One Dollar ($1.00) and other good and valuable consideration paid to the 
undersigned by Shell Oil Company (herein called “Shell”), receipt of which is 
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hereby acknowledged, hereby: consents to the installation and maintenance on 
said premises of the equipment described in or hereafter subject to said Contract ; 
acknowledges Shell’s ownership of said equipment, right to remove the same 
from said premises, and right to enter said premises for the purpose of inspect- 
ing, repairing, painting, or removing said equipment, all as provided in said 
Contract; and waives all right of distraint or lien on said equipment for rent or 
any other indebtedness which Dealer may now or hereafter owe to the under- 
signed or any of them. 


Bxecuted on 


Mortgagee 


Service STATION MANAGER’S AGREEMENT 


This agreement, dated 
(herein called “Shell’”’), and 
(herein called “Manager”). 

Witnesseth : 

1. Employment: Shell hereby employs Manager, and Manager hereby accepts 
employment by Shell, to operate Shell’s service station located at- 


in 

2. Consigned products: Shell shall stock the station with “Shell” gasolines and 
such other products as Shell may elect to consign to Manager. Inventories of 
such consigned stocks shall be maintained in such quantities as Shell considers 
adequate for the proper operation of the station. Title to all products consigned 
to Manager shall remain in Shell until sold, and Manager shall sell such products 
at prices fixed by Shell. Manager shall account to Shell for consigned products 
sold, in the following manner: At the time of each replacement delivery and at 
such other times as Shell may demand, Manager shall pay Shell in cash, on 
partial account for consigned products theretofore sold, an amount equal to 
Shell’s retail prices for the quantities of gasolines so delivered (less the com- 
missions specified below), and Shell’s dealer prices for the quantities of other 
consigned products so delivered, as such prices are in effect for each product or 
grade thereof and for the station at the time of such delivery. At the time the 
price of any consigned product is changed or Manager’s account as to any con- 
signed product is closed out by termination of this Agreement or otherwise, an 
inventory of each such consigned product shall be taken, and the difference 
between the quantity consigned and the quantity in stock shall be determined. 
If the price is increased, a credit memorandum shall be issued by Shell to Man- 
ager in an amount equal to such difference in quantities multiplied by the per-unit 
price increase. If the price is reduced, Manager shall pay Shell in cash an 
amount equal to such difference in quantities multiplied by the per-unit price 
decrease. If Manager’s account as to the consigned product is being closed 
out, Manager shall pay Shell in cash Shell’s retail prices for such difference in 
quantities of gasolines (less the commission specified below), and Shell’s dealer 
prices for such difference in quantities of other consigned products, Such 
prices shall be those in effect for the respective products or grades thereof and for 
the station at the time of the inventory. 

3. Other merchandise and services: Manager shall have the right, for his own 
account: (@) to purchase from Shell or such other suppliers as Manager may 
choose, and sell at the station, such other items of merchandise as Shell may 
approve, and (b) to perform such services at the station as Shell may approve; 
provided that Manager shall pay for such items of merchandise purchased from 
Shell, in cash at the time of delivery, Shell’s dealer prices therefor then in effect 
for the station; and provided that Manager shall not engage in automotive body 
work or major engine repairs at the station without Shell’s prior written approval. 
Manager shall obtain all licenses and permits, which may be required, and shall 
pay all fees, taxes, and other charges which may be assessed or incurred, by 
reason of the transaction of such business by Manager for his own account. 
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4, Compensation: As full compensation, subject to the payment of all sums 
payable by Manager hereunder: (a@) Manager shall retain the following commis- 
sions per gallon for the sale of consigned gasolines: 


Grade of gasoline Minimum commission 
“Shell Premium” __-_ 


Provided, That at any time when Shell’s retail price for any grade of gasoline at 
the station is considered by Shell to be subnormal, the above-specified commission 
for such grade may be reduced, but never below the minimum commission above- 
specified for such grade; and (b) Manager shall retain all profits made on the 
sale of other consigned products (after paying to Shell the amounts specified in 
article 2), all profits made from the sale of other merchandise purchased by 
Manager, and all receipts from approved services performed by Manager. 

5. Operation: Manager shall: (@) devote his full business time to the operation 
of the station and use his best efforts to promote the sale of “Shell” products; 
(b) eomply strictly and fully with all of Shell’s instructions, rules, and regula- 
tions, and all Federal, State, and local laws, ordinances, and regulations, applica- 
ble to the operation of the station; (c) keep such records and make such reports 
as Shell may require; (d@) employ, and pay all wages and salaries of, such 
assistants at the station as Shell may require and approve, and discharge any 
such assistant at Shell’s request; (e€) pay for all supplies and small items of 
equipment required in connection with the operation of the station; (f) collect 
and pay, as directed, such taxes, fees, or charges as Shell may desire or be 
required. to collect from or pass on to customers, either as a separate item or as 
part of the retail selling price, and which are not included in the prices specified 
in article 2; (g) withhold and pay over to Shell such employee taxes and contri- 
butions as Shell is or may be required by law to withhold on the compensation of 
Manager and his assistants; and (h) be solely responsible for all cash collected, 
shortages in consigned products, and loss or damage of property owned by 
Manager or his assistants. Manager shall have no authority to make any 
commitments whatsoever in the name or behalf of Shell; and any unauthorized 
credit extended by Manager shall be for the account and at the risk of Manager 
alone. 

6. Insurance—Indemnity : Manager shall carry at all times automotive bodily 
injury and property damage liability insurance covering such automotive equip- 
ment as he may utilize in the operation of the station, with minimum bodily 
injury limits of $10,000 per person and $20,000 per accident and a property 
damage limit af $10,000 per accident, and furnish Shell on request satisfactory 
evidence of such coverage. Manager shall indemnify Shell against all claims, 
suits, loss, and liability arising out of the operation of any such automotive 
equipment, or out of the performance at the station of any automotive body work 
or major engine repairs. 

7. Security : At Shell’s request, Manager shall furnish Shell satisfactory 
security for the performance of Manager’s obligations under this Agreement, 
which may include surety bonds covering Manager and any or all of his assistants. 
Shell shall have a lien on all equipment, merchandise, and other property owned 
by Manager at the station, to secure the performance of Manager’s obligations 
hereunder ; and in the event of any default by Manager in such performance, Shell 
shall have the right to enforce said lien in the same manner as permitted or 
provided by law for the enforcement of chattle mortgage liens. 

8. Termination: This Agreement and Manager’s employment hereunder shall 
continue until terminated by either Shell or Manager by giving twenty-four (24) 
hours’ notice to the other at any time. Upon any termination of this Agreement, 
Manager shall immediately account to Shell for all consigned products not 
previously accounted for, as provided in article 2 hereof, and for all of Shell’s 
equipment and other property used by Manager at the station during the con- 
tinuance of this Agreement, including the equipment listed in attached Exhibit 
A, and shall pay Shell at current depreciated prices for any of such equipment 
or property which is not on hand at such time. 

9. Entirety—Bxecution: This Agreement is the entire contract, and merges 
or supersedes all other promises, representations, and understandings, with 
reference to or in consideration of the subject matter hereof. Neither this Agree- 
ment nor any amendment or supplement thereto shall be binding on Shell unless 
and until it is signed in Shell’s behalf by a representative duly authorized by 
its Board of Directors, and a copy thereof so signed is delivered to Manager. 
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In witness whereof, this Agreement is executed as of the date first herein 


written. 
Recommended by : 


Shell’s Salesman 


Witness to execution by Manager: 


SHett Or, Company 


I ia Na al telnet mm 
“Shell” 


“Manager” 


Exutert “A” 


Part of Service Station Manager’s Agreement Dated 


for Service Station located at 


BUILDING 


Construction : 
Canopy (Yes or No): 
Restrooms (Number): 


LUBRITORIUM 


Number of Stalls: 
Size: 
Type of Doors: 


PUMPS 
Make: 
Type: 
Model : 
Serial: 


UNDERGROUND TANKS 


Quantity : 
Capacity : 
LUBSTERS 
Quantity : 
Make: 
Capacity : 


Make: 
Serial No.: 
Key No.: 


Make: 


Type: 
Model. No. : 
Serial No. : 


AIR COMPRESSOR 
Make: 

Horsepower : 

Serial No.: 


Verified : 


HEATING SYSTEM OR STOVES 
Describe Briefly: 


Quantity : 


Type: 
MISCELLANEOUS 


Air and Water Stands: 

Air, Light, and Water Stands: 
Air Stands: 

Alcohol Tank (Size) : 

Chairs: 

Desk: 

Dispenser—Hypoid Gear Lubricant: 
Extinguisher—Fire Foamite: 
Extinguisher—Fire, 1% Qt.: 
Flag Pole: 

Floodlights (No.): 
Floodlights (No.): 

Floodlight Poles: 

Floodlight Reflectors : 
Flusher—Gear : 

Island Display Cabinets: 
Kerosene Tank (Size) : 

Lamp Posts: 

Lubrication Pit: 

Lubrication Rack: 

Pump Globes: 

Pump Island Light Standards: 
Sign Standards: 

Stool : 

Tire Rack: 

Wall Brackets (for Pump Globes) : 


From: Manager, Retail Department, head office. 


To: Division Manager; Albany, Atlanta, Baltimore, Boston, Chicago, Cleveland, 

Detroit, Indianapolis, Minneapolis, New York, St. Louis. 

Appended are two letters intended for Shell dealers which, for obyious rea- 
sons, require no further explanation. The communication to be addressed to all 
existing Shell dealers should go forward at the earliest date possible. We would 
appreciate being advised when this mailing has been completed. In the order of 
importance, this matter should be placed near the head of your list because it 
falls in the category of a top management responsibility. 

G. L, Swirzer. 
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To ExistTiInc DEALERS. 


Dear SHELL Dealers: We, in Shell, are proud of our dealer representation. 
We are also proud of the full line of products which we are in a position to offer 
you, tires, batteries and accessories, as well as gasolines, motor oils, greases and 
specialties. 

During the past few months, in hearings held by the Small Business Commit- 
tee of the House of Representatives, there has been raised the question as to the 
freedom of action which service-station dealers in general enjoy in selecting 
their sources of supply for motor oils, greases, tires, batteries and accessories. 
We feel that this is an opportune time to restate our position on this matter. 

We believe that merchandise must be sold on its quality, reasonableness of 
its price and its public acceptance, rather than on contractual provisions. These 
are the factors which guide us in the distribution of petroleum products under 
the Shell brand and in the selection of the lines of tires, batteries and accessories 
which we represent. Consequently, if you again refer to your contracts with 
us you will not find a single provision obligating you to buy your requirements 
of these items from or through us (open dealer only—although provision has been 
made in your sales contract for the purchase by you of certain reasonable 
minimums on petroleum products only). 

We will continue to solicit your business for each of these items because 
this is a business in which we are engaged and because we feel that they will 
contribute to your overall success as a service-station dealer. The extent to 
which we will enjoy your patronage must depend upon your voluntary acceptance 
of our products line and the service that we are able to render. Your business, 
which we at all times will solicit, will be very much appreciated. 


(Signed) Division MANAGER. 
To New DEALERS, 


DAR MB. : We in Shell are proud of our dealer representation. It isa 
pleasure for me to welcome you as a newcomer to this group. We are confident 
that this relationship will prove to be both profitable and pleasant. 

Attached are fully executed copies of your lease and gasoline sales agreement 
(open dealer—gasoline sales contract and equipment lease, as the case may be) 
with us. As your receipt for these contracts, we would appreciate your acknowl- 
edging and returning to us a copy of this letter. 

We are also proud of the full line of products which we are in a position to 
offer you, tires, batteries and accessories, as well as gasolines, motor oils, greases, 
and specialties. We believe that merchandise must be sold on its quality, reason- 
ableness of its price, and its public acceptance, rather than by contractual pro- 
visions. These are the factors which guide us in the distribution of petroleum 
products under the Shell brand and in the selection of the lines of tire, batteries, 
and accessories which we represent. Consequently, if you again refer to your 
contracts with us you will not find a single provision obligating you to buy your 
requirements of these items from or through us (open dealer only—although 
provision has been made in your sales contract for the purchase by you of certain 
reasonable minimums on petroleum products only). 

We will solicit your business for each of these items because this is a business 
in which we are engaged and because we feel that they will contribute to your 
overall success as a service-station dealer. The extent to which we will enjoy 
your patronage must depend upon your voluntary acceptance of our product lines 
and the service that we are able to render. Your business, which we at all times 
Will solicit, will be very much appreciated. 





(Signed) Drviston MANAGER. 
SHELL Or Co. 





Date: May 26, 1952. 

Subject: Letters to be sent to Shell dealers. 

From: Vice president, marketing, head office. 

No.: VPM 52-39. 

To: Division manager (10) : Albany, Atlanta, Baltimore, Boston, Chicago, Cleve- 
land, Detroit, Honolulu, Indianapolis, Los Angeles, Minneapolis, New York, 
Portland, Sacramento, St. Louis, San Francisco, Seattle. 

This letter is to confirm the decision made at the recent Division Managers’ 

Conference at Ponte Vedra Beach, Fla., on the above subject. 

It is of extreme importance that the attached letter be sent to all existing 

Shell dealers (“L,” “DL,” and “OD”) who have nct already received one and 

65262—55—pt. 150 
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that a strict procedure be established to insure that all new Shell dealers also 
receive one. (Appropriate letters are attached with adaptation for type of ac- 
count.) An appropriate form to be sent to operators of “C” stations is now being 
considered. 

I would like to stress once again that it is the Division Managers’ responsi- 
bility to inypress upon all their personnel the importance of a full understanding 
and enforcement of this company policy. 

Please give this matter your personal attention and advise this office of (1) 
the completion of the program for existing accounts and (2) the formulation 
of a strict procedure for sending the letter to new accounts. 

For your information, the policy is set forth in paragraph 3.063 of the 


Marketing Policy Manual. 
J. G. JORDAN. 


ec: Executive Assistant to Vice President Marketing; General Sales Manager, 
Est Coast; General Sales Manager, Midwest; General Sales Manager, West 
Coast (15) ; Assistant to Vice President Marketing, Operations; All Head Office 
Marketing Department Managers; Legal, Manager; San Francisco Office, Legal, 
Manager. 


EXISTING DEALERS 


Dear SHELL DEALER: We, in Shell, are proud of our dealer representation. 
We are also proud of the full line of gasolines, motor oils, greases, and special- 
ties we are in a position to supply you and of the quality tires, batteries, and 
accessories readily available to you through our arrangements with the Fire- 
stone and Goodyear companies. 

From time to time, questions have been raised as to the freedom of action 
which service-station dealers representing the various oil companies enjoy in 
selecting their sources of supply for motor oils, greases, tires, batteries, and 
accessories, and we feel that this is an opportune time to restate our position 
on this matter. 

We believe that merchandise must be sold on its quality, reasonableness of 
its price and its public acceptance, rather than by contractual provisions. 
These are the factors which guide us in the distribution of petroleum products 
under the Shell brand and in the selection of the lines of tires, batteries, and 
accessories which we promote. Consequently, if you again refer to your con- 
tracts with us you will not find a single provision obligating you to buy your 
requirements of these items from or through us (open dealer only—although 
provision has been made in your sales contract for the purchase by you of 
certain reasonable minimums on petroleum products only). 

We will continue to solicit your business for each of these items because this 
is a business in which we are engaged and because we feel that they will con- 
tribute to your overall success as a service-station dealer. The extent to which 
we will enjoy your patronage must depend upon your voluntary acceptance of 
our products line and the service that we are able to render. 

Your business which we at all times will solicit will be very much appreciated. 


Very truly yours, . 
(Signed) Drviston MANAGER. 


New DEALERS (IN DUPLICATE) 


Dear MR. : We in Shell are proud of our dealer representation. It 
is a pleasure for me to welcome you as a newcomer to this group. We are 
confident that this relationship will prove to be both profitable and pleasant. 

Attached are fully executed copies of your lease and gasoline sales agreement 
(open dealer—gasoline sales contract and equipment lease, as the case may be) 
with us. As your receipt for these contracts, we would appreciate your 
acknowledging and returning to us a copy of this letter. 

We are also proud of the full line of gasolines, motor oils, greases, and 
specialties we are in a position to supply you and of the quality tires, batteries, 
and accessories readily available to you through our arrangements with the 
Firestone and Goodyear companies. We belive that merchandise must be sold 
on its quality, reasonableness of its price and its public acceptance, rather than 
by contractual provisions. These are the factors which guide us in the distribu- 
tion of petroleum products under the Shell brand and in the selection of the 
lines of tires, batteries, and accessories which we promote. Consequently, if 
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you again refer to your contracts with us you will not find a single provision 
obligating you to buy your requirements of these items from or through us 
(open dealer only—although provision has been made in your sales contract 
for the purchase by you of certain reasonable minimums on petroleum products 
only). 

We will solicit your business for each of these items because this is a business 
in which we are engaged and because we feel that they will contribute te your 
overall success aS a service-station dealer. The extent to which we will enjoy 
your patronage must depend upon your voluntary acceptance of our products 
line and the service that we are able to render. 

Your business, which we at all times will solicit will be very much appreciated. 

Very truly yours, 
(Signed) Division Manager and/or District Manager. 
Receipt acknowledged : 


SHELL Or CoMPANY 
Date: May 16, 1955. 


From: Vice President, Marketing. 

Project: Extended term service station leases. 

To: Division Manager (10): Albany, Atlanta, Baltimore, Boston, Chicago, Cleve- 
land, Detroit, Honolulu, Indianapolis, Los Angeles, Minneapolis, New Orleans, 
New York, Portland, Sacramento, St. Louis, San Francisco, Seattle. 

Shortly after our announcement of August 18, 1950 (VPM 50-36) in which 
we gave you the authority to extend jobber franchises, on a selective basis, 
up to 3 years, we began studying the advisability of offering service-station 
leases to dealers for periods beyond 1 year. In our meeting in New Orleans on 
January 31, 1955, the subject was again presented. The suggestions and recom- 
mendations made by you at this meeting were crystallized and presented to you 
last month for further consideration. 

Believing that longer term leases will in some instances be in our best interest, 
we are adopting a policy to offer leases for terms up to 5 years. The authority 
for these extensions is left entirely to the division manager, who will, of course, 
consider the requirements of each location, and the desires and qualifications 
of each tenant individually. 

The details of the plan are now being finalized. We are giving you this in- 
formation now so that you may have it in mind in your review of those leases 
whose anniversaries are occurring in the near future. 


J. G. Jorpan. 
ec: Executive assistant to vice president, marketing; assistant to vice presi- 
dent, marketing ; general sales manager, east coast; general sales manager, Mid- 
west; general sales manager, west coast (10) ; assistant sales manager; retail 
department, manager; real estate department, manager; San Francisco office 
retail department, manager (3) ; marketing administrative office (3); sales pro- 
motion-advertising department (2) ; marketing general files (3) ; legal. 

Mr. Rooseveut. Before the eommittee calls its next witness, for the 
information of the members of the press, the next witness will con- 
clude the hearings on this particular subject by this committee, and 
following the return of the members from the recess which will be 
taken over the Memorial Day weekend, the committee will into 
executive session, and naobullly in about a week or 10 days will make 
a preliminary public statement relative to its proposed findings and 
such recommendations as it may want to make to the full committee. 

The next witness is Mr. R. H. Scholl, the vice president and director 
of the Esso Standard Oil Co. 

Would you raise your right hand, please, sir? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Scrotn. I do. 
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TESTIMONY OF ROBERT H. SCHOLL, VICE PRESIDENT, ESSO 
STANDARD OIL CO. 


Mr. Scuoti. My name is Robert H. Scholl. 
of Esso Standard Oil Co. 

Mr. Chairman, I have no prepared statement to read to the com- 
mittee, 

I would like to talk to you rather informally, if it is satisfactory, 
about Esso Standard Oil Co. and its relations with its dealers. I have 
some notes here and some figures that I should like to give you which 
JT hope will be helpful. 

But beyond that, I would like, insofar as I am able, to discuss the 
things which interest this committee. So, if you would like to inter- 
rupt me anywhere, I would be very glad to have you do so. 

Esso Standard Oil Co. is a wholly owned subeidiety of Standard 
Oil Co., a New Jersey corporation. It operates in 18 States and the 
District of Columbia, mostly along the eastern seaboard. 

We are not producers of crude. We refine, transport, and market 
petroleum products. We have about 26,600 employees. 

It occurs to me that it might be worth while to make some statement 
about the relationship between the various Standard Oil companies 
because we operate in a limited area, and many other companies bear- 
ing the Standard Oil name with whom we have no connection whatever 
also operate in their limited areas. 

The reason for that is a matter of trademark law. You get riglits 
to a trademark or a trade name by use. Those companies each have 
established themselves in certain areas, and by their use of the Stand- 
ard Oil name in their business they have acquired exclusive rights. 

Therefore, as a Standard Oil company, we cannot operate in areas 
other than the areas where we are already established. 

That does not, however, mean that we do not compete with the other 
companies. We have subsidiary and affiliated companies that operate 
in other areas under other names, and we ourselves are faced with very 
vigorous competition on the part of some affiliates of other Standard 
Oil companies, and I thought, if that wasn’t clear, it might be worth 
while making a statement about it. 

We have something under 25,000—24,780—dealer outlets all told. 
Those break down in this way. We have 115 company-operated sta- 
tions. We have 6,890 stations that are leased to dealers, including 
owned and leased stations, that is, which we own or hold under lease 
and sublet or lease to dealers. 

All other outlets, retail outlets, total 17,777. 

And now, in that group of lease-to-dealer stations, there are just 
under 2,500 company-owned stations. 

Mr. Rooseveur. That is all in the 6,800? 

Mr. Scuown. That is right, sir. 

The thing that I would like the committee to bear in mind is the 
relationship between the various groups, and the fact that these seven- 
teen-thousand-seven-hundred-odd dealers that have no lease from our 
company at all are really the backbone of our business, There has 

been some suggestion in some of the testimony before the committee 
that there was some antipathy between suppliers and dealers, It has 
even sounded sometimes as though it was one of the prime objectives 
of the supplying company to bat down its dealers. 


T am a vice president 
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Mr. Roosrvert. Before you go into that, because of the testimon 
of previous witnesses, I just want to get something clear in my head. 
Of the 6,890 leased stations or owned stations, are all of those in metro- 
politan areas? Let me put the reverse on it. Would you say that a 
reasonable proportion of the 17,700, the remaining ones are in the 
metropolitan areas? 

Mr. Scuorz. Yes. I would say that a percentage of them would 
be. How it would break down, I do not know. But we have some 
large and very prosperous stations in urban or suburban areas that 
are not owned or held by us under lease. 

Mr. Rooseveur. Thank you. 


Mr. Scuoiy. To us our whole future and our whole business is tied 
in with our ability to get along happily with a group of dealers. That 
is the basis of our whole business. And I thought it might be worth 
while to mention to you some of the things that we do in the discharge 
of this concern of ours for our dealer relationships. 

For example, we have a cooperative promotional program, direct- 
mail to customers of the dealer, window displays, Christmas cards, 
calendars at the appropriate time. Our share of that program for 
this year will run about $545,000. We have a monthly dealer maga- 
zine—I have a copy of it here—which is issued every month and the 
whole purpose, the whole objective of the publication is to keep our 
dealers up to date on modern merchandising, to suggest new ways of 
metchandiainis to help them become better merchants. 

We had, within the last year, a program to induce dealers to dress 
their employees in uniforms, because we thought it made a better 
appearance at the stations and would help their business. They pur- 
chased the uniforms, but we underwrote the program to the extent of 
$200,000. ‘That was the cost of our part of the program. 

We supply point of sales display material for the counters in the 
stations. 

Mr. Arnotp. May I interrupt for just a moment. Assume you were 
sharing the advertising and promotional costs with some other person. 

Mr. Scuoiu. You mean with the dealers? 

Mr. Arnotp. You say your share of the cost was so much. 

Mr. Scuoiu. We are offering the materials to the dealers, and we 
are taking a part of that cost, in some cases, taking the entire cost 
ourselves. Now, in the case of the service station uniform campaign, 
we offered a very high-class, high-grade uniform to our dealers, and 
we underwrote ourselves 25 percent of the cost as an inducement to 
the dealer to pay the other 75 percent and buy a good uniform cheaply. 
We did this because we thought it was good for his business and would 
ae ours as well. 


n this point of sale display material, that cost is simply the cost 


q furnishing the material to the dealers. We take the whole cost 
there. 


We run a touring service and furnish free road maps to motorists. 
We think this is an excellent way of getting our name known and our 
products known. We think it is good advertising, and we think it 
increases touring, and that increases business for everybody. The cost 
of that this year is estimated at a little over $1,100,000. 

Mr. Streep. May I interrupt here? 

Mr. Scnotu. Yes. 
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Mr. Steep. As an aside, recently I was in Central America on some 
business in connection with the Inter-American Highway, and I was 
interested to know as we went through those countries that the most 
usable map that they have down there is your map. 

Mr. Scuoui. Thank you, sir. We have found that our business of 
providing maps in this country is so successful that our foreign affili- 
ates have extended their service to include that also. 

Mr. Srexp. I found that local government officials depended almost 
entirely upon your maps. 

Mr. Scuotx. That service goes even further than we had planned. 

Mr. Arnoip. Sometime I would like. to ask you about a so-called 
Flannery-display system. This might not be the appropriate time, 
although you did mention display material. Would it be better to go 
into that at this time or later? 

Mr. Scuotu. The Flannery-display system has no connection with 
the type of advertising material [ am talking about. The Flannery 
system was a type of display cabinet and a display system which was 
built into a station for the purpose of better displaying the merchandise 
to make it more salable. 

Mr. Arnowp. Is that Flannery system still in operation ? 

Mr. Scnouu. I think not. I am not too clear about this. We used 
Flannery as a consultant. He had a certain display method which 
seemed to us to be useful, and we used that for a while. I think we 
have dropped Mr. Flannery as a consultant at the moment. But I 
could be wrong about that. 

Mr. Arnoxp. I would like to read for the record and for your infor- 
mation a part of an affidavit that has been submitted to the subcom- 
meee through Mr. James Roosevelt. And it is from a lessee operator. 

t says: 


Prior to discussing this lease— 
referring to a new station— 


my Esso salesman discussed with me the installation of a Flannery system, the 
sales merchandising display, consisting of cabinets, display racks, wall racks, 
and so forth, in our salesroom. He told me that we could display only Esso 
Standard Oil merchandise on this Flannery system. 

I told him I was opposed to this idea in principle, and asked him if I could 


purchase this system myself. 

He said, “No.” 

I then said, “Suppose I do not choose to install this Flannery system,?” 

The salesman’s reply was, “There may be some difficulty in renewing your 
lease under those circumstances.” 

Mr. Scuouu. Well, obviously, Mr. Arnold, I am in no position to 
comment on that specifically. If there is anything you want me to 
look into, I will be glad to do it. 

Mr. Arnotp. I think what we can do is, we will submit to you a 
copy of the affidavit and then you can make your investigation and 
advise the committee. 

Mr. Scuotu. If we can have the facts, we will be glad to look into it. 

We were advocating the installation of the Flannery system at one 
time, because it seemed to us that it was easier to sell the products 
that were on display in the service stations. Whether the approach 
was the one indicated there, I would doubt. Once the display racks 
were installed, while they were certainly designed for the display 
of Atlas and Esso merchandise, I don’t know why you couldn’t use 
a shelf for whatever display you chose. 
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Of course, if we were installing it in a station, we would certainly 
try to sell the lessee on the idea that we were putting it there in the 
hope that he would display our merchandise on it. That would 
simply be an ordinary sales approach. But as to the pressure, I 


doubt very much if it was quite what it was in that letter, but I 
would be glad to look into it. 


Mr. Arnowp. Thank you. 

Mr. Scuoiu, Now, we get out continuously a series of booklets— 
here is one called It Is Good Business To Know and Sell Your Esso 
Atlas Products. This is a routine thing. We do it all the time. We 
are always getting out a new pitch on selling or merchandising, 

passing it out to the dealers at our own cost, of course, trying to 
build them up and make them better dealers. 

Mr. Roosgvett. Do the other Standard Oil companies that have sub- 
sidiaries competing with you also use Atlas products? 

Mr. Scuotu. No. The ones that come to mind that are competing 
with us in the area, market other brands and not Atlas. 

Mr. Rooseverr. And in the areas where you have subsidiaries com- 
peting with other Standard Oil companies, do they use Atlas? 

Mr. Scuotu. In the case of one affiliate I can think of, I am sure 
the answer is “No.” In the case of the other, I think the answer is 
“Yes.” Now, if the question simply is, Mr. Roosevelt, are there 
places where there is more than one supplier of Atlas products offer- 
ing products to competing service stations, the answer is that there 
are such areas, but they are somewhat limited. 

Mr. Roosrvett. Thank you, sir. 

Mr. Scuotu. And just as a final item, just this year we completed 
a training film—which was simply a film about a dealer carrying on 
a station—and suggesting ideas for improved merchandising, and 
that type of thing, which we are now circulating around at dealer 
meetings. That film cost us $58,000. 

These are indications of the extent to which we are committed to 
the idea that it is worthwhile to spend money to try to upgrade our 
dealers and make them better merchants. 

Now, on a more direct basis, we have a series of dealer-training 
courses available to new and old dealers. We have both basic and 
advanced service-station courses which we give periodically, and we 
invite dealers to come themselves, or to send their employees to these 
courses, as they choose. 

We have a series of dealer and management conferences to give 
the dealer the latest ideas on how to manage a service station. The 
first series of conferences consisted of 10, and the second one of 8 
sessions. And those will continue. : 

We have at least once a year conferences between dealers and 
the division management in the particular division areas where 
both division management, and very often New York management, 

t around with the dealers for the pu of discussing their prob- 
ems, and where there is free contact back and forth between the 
dealers and management. 

We have special courses offered to the dealers from time to time. 
One of our recent ones, which was very well received, was a course 
on the tubeless tire, a new item with certain new problems of servic- 
ing and installation. And as soon as that was announced we offered 
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these courses throughout our area, and many dealers took advantage 
of them. 

And this, of course, is all in addition to the regular meetings which 
a dealer has with his general salesmen who make regular calls on him. 

Mr. Arnon. Was that picture of a General tubeless tire or an Atlas 
tubeless tire ? 

Mr. Scuorz. I am quite sure that the demonstration was carried 
out on Atlas tubeless tires. I just can’t believe, Mr. Arnold, that our 
salesmen would overlook that opportunity. 

To finish up that subject, in 1954 over 17,000 dealers and their em- 
ployees took advantage of these training courses. 

I am sure I don’t need to remind you of the fact that when a group 
like yours sits here and more or less invites complaints that you get 
complaints from people who have gripes of one kind or another. You 
never hear from those who are well satisfied. 

I think it is inclined to give you a somewhat distorted view because 
you get that personal contact with the fellow who has got a hard- 
luck story. Now, it is pretty hard to tell whether the man is lazy 
or incompetent or had family troubles or was underfinanced or whether 
he really was abused. I don’t think I need to go into that. 

You realize that you see a cross-section of people who have all the 
human failings, just as our organization does. 

Mr. Streep. May I interrupt you there? 

Mr. Scuotn. Certainly, sir. 

Mr. Streep. I am inclined to agree with you, because in our own work 
here we learn that as a public servant the brickbats come a lot easier 
than the bouquets. 

Mr. Scnorn. I think that is true. I think it is quite obvious that 
we have thousands of well-satisfied service-station dealers who have 
been with us for years, who are glad they are in the service-station 
business, who are making a living out of it, many of whom have sent 
their families to college, many of whom by the time they have reached 
retirement age have accumulated enough so that they can retire. This 
business is full of successful people, very few of whom you have seen. 

Now, we didn’t try to bring any in, because it is always subject to the 
charge that we handpicked them. But I think it is obvious enough 
so that the mere statement of it will stand on its own feet. And as 
an indication of that we are very proud of the number of dealers we 
have around who have been with us for a long time, many of whom 
are extremely proud of the fact that they have been Esso dealers for 
years. 

As a sales gimmick, to tie them a little closer to us, a short time ago 
we got up some pretty good-looking plaques which recognized this 
long relationship betas us and our dealers. And I think it is inter- 
esting that we awarded those plaques to 6,000 of our Esso dealers. 
Over 3,000 of them got the plaques for 10 years as Esso dealers; over 
2,000 for 20 years; and 700, or 726, to be exact, for being Esso dealers 
for over 30 years. Now, I just suggest that that is an indication that 
it can’t be too bad a business, and we can’t be too bad to live with if 
we have got that many people who are proud to have been our dealers 
for that length of time. 

There has been a good deal of talk here before the committee about 
the dealer leases, or subleases, as the case may be, so much so that it 
seems to me that you can perhaps lose your sense of proportion by 
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feeling that most dealers are subject to this lease, and that it bothers 
them. As I pointed out, most of our outlets have no lease connection 
with us at all. 

But I would like to say that with respect to the lease that we use 
on company-owned property or property that is under lease to us, 
we use a form of lease—which I have here—which is a very brief form 
of real-estate lease. It has been whittled down so that it simply has 
only the necessary elements of an ordinary real-estate lease. And 
here are copies for the committee if you would like to have them. 
There is nothing in it about the sale of products, or the hours of opera- 
tion or anything else. Normally those leases are made on a 1-year, 
noncancelable basis, and many of them are subject to automatic re- 
newal, And as a matter of experience, most of them go on being re- 
newed from year to year. 

Mr. Roosrvett. They are noncancelable? 

Mr, Scuotu. That is right, 1-year, noncancelable leases, that is the 
form of lease we use. 

Even so, there are over 71 percent of our dealers that do not lease 
their stations from us. But those who do, lease under that form of 
lease. 

Now, there has been considerable comment about longer lease terms. 
We have long offered to selected dealers a longer than 1-year lease 
where there seems to be some reason for it, or where the at desires 
it. The fact is that we don’t find that there is any particular demand 
on the part of our dealers for such leases. Most dealers, I think, feel 
that they can’t look too far ahead, they are not particularly anxious to 
tie themselves down to a firm lease at a firm price when a lot of things 
may happen during the term of the lease. With a 1-year lease they 
are coming up for renewal each year, and they are flexible, and if they 
want to come in and talk about the rent for the next year because of 
some changed circumstances, they are able todo so. And I think that 
most of our dealers feel that as long as they do a good job as a tenant, 
there is no question in their minds or ours that the lease is going to be 
renewed. So they just aren’t concerned about it. 

There has also been a good deal of testimony about commission- 
operated stations. We have some of those—not many. We regard 
this commission operation as a kind of experimental thing with us. 
We adopted it for certain specific purposes, and we still feel that we 
are in a sort of experimental period with it. But our view of it at the 
moment is that it is not anything that is likely to grow a great deal, 
and certainly nothing that we plan for general adoption. 


Mr. Arnotp. May I ask you one question on that? It is the same 
one that I asked you before. 


Mr. Scnoin. Yes, sir. 

Mr. Arnotp. Is it the policy of your company to allow the operator 
if he so requests to conyert the commission or the consignee station 
into a leased station ? 

Mr. Scuouu. Yes, sir. And if I may give you the figure on that, I 
would like to run down the reasons for that, the reasons why we have 
adopted that form of operation. I think that will answer the question 
to an extent. 

In sending this form out to the field, we recited four cases where 
it was likely to be of use to a marketing group. The first one was 
to open a new station or establish a new operator at a going station 
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where the best available operator lacked financial backing. That 
happens quite frequently, particularly where we are looking for young 
and vigorous men that we think will develop into good operators, but 
who haven’t at the moment got the cash to make the investment to 
take on a full-year operation, or if they are inexperienced or not sure 
whether they want to get into this with both feet, this is a way of 
getting into it gradually. 

Mr. Arnotp. How much of an investment do they have to make, even 
on a commission basis? We have had testimony that it was $3,000, 

Mr. Scuotu. I can’t answer that question categorically. Ordinarily 
we say that a dealer starting his station on a dealer basis is likely to 
face an investment that would run from $3,000 to $5,000, depending 
upon the situation. Where it is a commission operation, he doesn’t 
have to put any of his money into the inventory of petroleum products. 
That is the one big difference, whatever the capacity of the tanks at 
the station may be, whatever his need for inventory is there, he would 
subtract that from the investment that he would have to make, which 
would bring it down very materially, and enable him to start business 
on a very much smaller investment, because his investment would go 
to the nonpetroleum products, and the tools that he needed at the 
station. 

Now, another area where we suggested that this commission opera- 
tion be tried, I have already touched upon. And that is where the 
operator requires a period of training in service-station operation 
and merchandising before taking the station on a dealer basis. The 
third one was to reopen a closed station where the above conditions 
prevailed, or where it is impossible to get a desirable applicant on a 
lease-dealer basis. 

Finally we like a high standard of housekeeping, service, and mer- 
chandising in an area as a good example of high-class operation to 
help in upgrading the level of the service of Esso stations in the area. 
Here and there we have found that it was desirable to have a company- 
operated station. And this form of operation seemed desirable in an 
area where it would sort of set an example of good housekeeping and 
where we could bring dealers and show them how that was done, show 
them what the results were, or they could visit it freely themselves. 

Now, the latest figure we have, which was May of this year, was that 
we have 141 stations on a commission basis. That, you see, is a rela- 
tively small number. But it is interesting to note that 21 commission 
stations have been returned to dealer operation. That represents 13 
percent of the total commission stations we have. So I think that 
perhaps that figure answers your question, Mr. Arnold. 

Mr. Arnoxp. Yes, sir. 

Mr. Scuoitn. On this question of retail pricing at these commission- 
operated stations, our policy is not to establish commission stations 
for the purpose of affecting the price in an area, but our policy is to 
fix the price at that station at whatever the going competition is in 
the area where that station operates. 

Now that doesn’t necessarily mean that we may not recognize some 
competion which at some previous period was not recognized at that 
station, but it is always a matter of recognizing substantial competi- 
tion which is in the immediate competitive area of that station. at 
is our policy. 
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In this connection, maybe I ought to make some specific comment 
about a station that was referred to in the testimony before you. 
And that was the M. W. Hauser station at Hyattsville, Md. 

Perhaps I ought to tell you that within the last 3 weeks, we have 
gotten two registered letters from Mr. Hauser. The first one came 
in explaining that he would like to have a 3-year lease on this station, 
which is now on a commission-agent basis, at a certain suggested rent. 
His letter was written on the assumption that the knew what the 
underlying lease—and this is a leased station, we do not own it, we 
lease it—Mr. Hauser apparently thought he knew what the rent was 
that we paid for that station. He was mistaken about it, and his 
letter was therefore based on a false premise. 

Before we got around to answering that letter, we received a sec- 
ond letter. That came in just a few days ago, last week. We an- 
swered that letter. I want to say quite frankly that we weren’t very 
much interested in playing the game that way. 

Mr. Hauser has been a dealer with us for many years, he knows all 
of our personnel, he has a salesman who calls on him frequently, and 
he knows our district management. I don’t think that ever before 
did we get two registered letters from him. So it seemed a little 
pointed. 

Therefore, we replied to Mr. Hauser that we would be glad to take 
this matter under advisement in the usual course, that we had some 
doubt whether he was right in thinking that he could make more 
profit with this station under a dealer operation, but that our loeal 
ee would certainly be glad to sit down and talk with him 
about it. 

The fact about this station is this, that when that station first be- 
came an issue—I think it was several years ago—we got a very vig- 
orous protest from the dealers association who took up the cudgel 
on Mr. Hauser’s behalf. 

Apparently he had gone to them when his lease was near expira- 
tion—and in the testimony it looks as though we canceled his lease; 
we didn’t it was about to expire—and we told him that we had some 
difficulty there and we were not sure we were going to renew his 
lease. What we were talking about was this, that we had had a 
number of protests from our landlord. 

It is an odd location, because the landlord retained a portion of the 
premises, the basement of the station, which he leases to another tenant. 
The lease requires that our tenant permit access to this other portion 
of the premises. The landlord had complained to us a number of 
times that the access of the other tenant was continually impeded, 
and he was threatening to cancel his lease because of that. 

Well, we didn’t seem to have much success in keeping that situation 
under control. The landlord apparently had a legitimate kick. 

More than that, the lease is a gallonage lease, with a minimum, no 
maximum. Therefore our landlord has an interest in the operation 
of the station. He complained to us about the operation of the sta- 
tion, which he didn’t think was very good. 

Just about that time we began for the first time to experiment with 
this commission operation. It looked to us as though maybe this was 


a good place to try that out and see whether we couldn’t solve the 
difficulty. 
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So we did. We proposed to Mr. Hauser that he go on a commission 
agency arrangement, and he did, 

After the association complained to us, we went around and talked 
to Mr. Hauser about how he was getting along under the commission 
operation. Asnear as we could find, he was reasonably happy about it. 
He didn’t seem to be trying to make a great issue of it. 

So he has continued on a commission operation basis right down 
to the present time. We have had no further complaints from our 
landlord. We feel that it has been quite successful. 

It is interesting to note that against that belief on Mr. Houser’s 
part that he could make more money as a dealer, in the first 3 months 
of this year, according to our figures, he sold 42,000 gallons more 
than he sold in the first 3 months of last year under dealer operation, 
which certainly resulted in considerably more profit to him. 

When you talk about comparing a dealer and a commission-operated 
station you have to keep this in mind, that these are the advantages 
to the commission agent, in addition to the commission that he is paid. 
He, of course, pays no rent on the location. He carries no liability 
insurance. We carry workmen’s compensation liability on him, the 
agent, and on his employees. We pay social security. We carry 
unemployment compensation liability. We pay half of the cost of 
his heat, light, power, and water. All of those things added on to 
the commission make a very favorable comparison with a straight 
dealer basis as a rule. We think that is so in this case. I am not 
going to prejudge this thing, because local management has got to 
solve it, but from our quick can at it right now, it would look to me 
as though it was a more satisfactory operation under this commis- 
sion agreement than it had been previously under dealer operation, 
and we may not be willing to change. 

However, we will certainly explore it and see his side as well as 
me own, because we want to continue on a satisfactory and happy 

asis. 

Mr. Arnoxp. I have just one feeling here, that sometimes the com- 
pany tries too hard, almost, to do the thinking of its dealers. In other 
words, if Mr. Hauser thinks that he will make more money, whether 
he is right or wrong, under a leased station, why isn’t his decision 
held final, so to speak, why should the company say, “No; we figure 
you are incorrect.” Why shouldn’t he be allowed to use his own judg- 
ment as a small-business man ? 

Mr. Scout. I think maybe you are right. Sometimes we try to 
think too hard and do other people’s thinking for them. But there 
are situations where there are other factors that have to be taken into 
account. One of them is this question of landlord relationship in this 
case. Another is a lease commitment, and the question of whether we 
are realizing a reasonable amount on our rental commitment at that 
location. 

Now, if you have a gallonage rent, a gallonage lease, we are in- 
terested in the sale of products, and we couldn’t divorce ourselves 
from that aspect of the situation. 

Therefore, Mr. Arnold, I don’t know that we could sit down and 
say, “What he wants, he can have.” There may be many situations 
where we could say that, but I don’t think this is one. 

Mr. ARNnoxp. His gallonage did increase? 

Mr. Scuotzi. Under commission operation it did, substantially. 
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Mr. Arnorp. You can’t account for the increase from the fact that 
he legally changed it from a lease operation to a commission operation ? 

Mr. Scuott. We think that had a lot to do with it. Understand 
this, we were exercising a decided measure of control over that station 
ander the commission-agent operation, and we think that it improved 
the operation of the station and built up the business. 

Mr. Arnoip. Just so we have a specific case before us, what actual 
control did you exercise during this commission period ? 

Mr. Scnoiz. I can’t say this, this, and this, but I can tell you that 
we treat a commission-operated station as a company operation. We 
direct any part of the operation that we think needs direction. 

Mr. Roosrvett. In other words, you would have direct control, then, 
over the cleanliness of the station, the appearance of it, and everything 
else? 

Mr. Scnort. Yes. Wecan goin and tell him, “Clean up your drive- 
way, clean up your restroom, stop parking your cars over here where 
they interfere with the tenant.” But if he is an independent business- 
man we can’t tell him. 

Mr. Arnotp. But do you know specifically what he was supposed 
to do in the situation ? 

Mr. Scoot. No; I do not. I could get that by talking with the 
salesman who called on him. All I can say is that we have the right, 
and no doubt we exercised it. 

Those cover the initial points that I had in mind to bring to your 
attention. : 

There is one other thing that I would like to mention, because in sit- 
ting here and listening to your questions, I have seen that you are very 
interested in TBA and how much pressure the dealer is under to sell 
the TBA line that is sold by our company. 

We sell the Atlas line of tires, batteries, and accessories. We think 
that any good Esso dealer who is a smart marketer will elect to sell 
the Atlas brand. We do because there is advertising support behind 
the Atlas brand which is tied in with the Esso bean so that an Esso 
customer who buys Esso products knows when he goes into an Esso 
station that he is likely to find Atlas products there. Therefore it is 
easier to sell him Atlas products in most cases. We think an Esso 
dealer can do a better job, and therefore make more money and sell 
more TBA if he handles the Atlas line. We certainly do our best to 
persuade him of that and persuade him it is good profitable business 
to handle the Atlas line. 

Now, that is it, and that is the end of it. We do not hit him over 
the head with a lease expiration or anything else to make him sell 
Atlas tires, batteries, and accessories. e don’t believe in it. And 
I think if you look around at Esso stations you will find plenty of 
examples of all kinds of competitive TBA merchandise in these sta- 
tions, 

Mr. Roosrvett. May I ask you a question on this point. The rea- 
son for going into TBA lines by Esso was what, primarily a profit 
motive, additional profit to be secured by the company, or what was 
the basic reason for entering into the TBA ? 

Mr, Scuou.. After all, we are businessmen, Mr. Chairman, and 
there are very few things we do without a profit motive. In fact, I 
think we might all lose our jobs if we were found doing things that 
didn’t have some kind of a profit motive behind it. 
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Mr. Roosrvect. I agree with you. 
Mr. ScHouiy. And certainly our sale of tires, batteries, and acces- 
sories is with the idea that we are going to make some money out of the 
business. That is the basic approach, I think. 

But quite aside from that, the Atlas lines of products were developed 
for sale through service stations. And we went into that over 20 years. 
ago at a time when actually not many TBA products were sold in 
service stations, because we felt that there was a market which had 
been overlooked. We think that as this marketing of gasoline prod- 
ucts and petroleum products and related items has grown, that it has 
become more and more evident that the customer wants to get a full 
line of his needs at a service station. We think that any service 
station dealer today who elected simply to sell gasoline and lubricants 
would be very foolish. In fact we know he would be missing a terrific 
bet, because a good, well-rounded job of merchandising in a service 
station will bring in a very substantial additional profit from the 
sale of TBA. 

Therefore we think it is a good thing for our dealers, and particu- 
larly those that are faced with occasional price wars, and that kind 
of thing. It will tide them over a bad period very nicely, and will 
give them additional profit all the time. 

If that answers your question—we have a motive of our own, which 
isa selfish one. But we also think it is part of a whole merchandising 
picture which is desirable for us and our dealers to meet customer 
demand. 

Mr. Roosevert. How much? It is a very small percentage, rela- 
tively, of the overall profit that is made out of what you sell through 
your stations, at least your own testimony shows that. 

Mr. Scuouu. The profit to us is relatively small, although by no 
means negligible. 

Mr. Roosevert. Therefore, thinking of the good of the consumer 
alone, the consumer gets better service by having a station operator 
who feels completely free to service the desires of his customers for 
any kind of TBA products which they desire? 

In other words, I recognize that selling an Atlas tire is a good thing 
from your point of view, naturally, but on the other hand, aren’t there 
a great many people who buy Esso gasoline who still prefer to buy 
U. S. tires or year tires or some other brand? And aren’t you 
in essence making it more difficult for the consumer when you more 
or less put the pressure on him through your dealer in the station to 
buy ‘Mies tires ? : 

Mr. Scuora. I think the answer to the question is entirely one of 
what is good merchandising. It seems to me that the dilemma that 
the dealer is faced with is this. On the approach that you suggest of 
finding out what any customer wants and then supplying him with 
that, he gets into sort of a drugstore business where he tries to stock 
everything. 

Take tires, for example. Just to carry a stock of the most popular 
sizes that he needs in his business represents a substantial investment. 
Tf he has a minimum stock of tires and he has it divided between 
3 or 4 different brands, he really is not in a position to do a sales job 
on his customers at all, and that is a very important part of the 


business. 
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Customers like to be sold. They like to have a fellow who has got a 
line of merchandise he believes in, whose quality he is convinced of, 
who wants to sell them the product. Now, if a fellow is pushing 4 or 5 
brands of tires, he can’t do much of a sales job. 

In addition to that, on this question of stocking tires, the tire busi- 
ness—and this isn’t anything that we set up, we meet the competition 
on this—the tire business runs on the basis of quantity discount, so 
that the larger order the dealer will place, the better price he gets. 

So from that angle alone it is financially desirable for him to con- 
centrate his orders on the line of tires that he is really trying to poe 
It isn’t good merchandising for him to try to set up a drugstore busi- 
ness in TRA, we believe. 

Mr. Roosevett. I think I can agree with you from the point of view 
of yourself and the dealer, but I am not so sure from the customer 
angle. I know when he goes into the drugstore and buys a new tooth- 
brush, he doesn’t like to have to buy the same kind of toothpaste and 
shaving cream, and so forth. 

Mr. Sones. How would you feel if you went into a service station 
and wanted to buy a set of tires and asked for a certain size, and 
the dealer said, “I can give you 1 Goodyear, 1 Atlas, and 1 Firestone.” 
Unless he is carrying a tremendous stock of tires, he is going to run 
into that situation. His investment in inventory is a problem. 

Mr. Rooseverr. Isn’t it true that he doesn’t really carry a tre- 
mendous stock even of Atlas, he gets a delivery more or less on a 
day-to-day basis, according to replacement? 

Mr. Scuoty. Not on a day-to-day basis. He just places his order, 
and tries to maintain—talking now about a good merchant—and tries 
to maintain a stock of sizes that are more in demand, so if you come 
in and have got a worn tire he can sell you that size and not have 
to say, “Come back at the end of the week.” 

Mr. Damas. May I ask a question ? 

Mr. Roosgveit. Yes, sir. 

Mr. Datmas. Suppose you had one standard brand of tire other 
than your private brand, Atlas, or one standard brand of car cleaner, 
or any other item. Now, your gasoline is considered a standard 
brand, but your TBA items are private brands. Isn’t the American 
public generally wedded to standard brand products? 

I mean, if you had Goodrich or Goodyear or any other tire than 
Atlas, wouldn’t you have the same sales incentive? 

Mr. Scrotz. Mr. Dalmas, I think you have got to define your term. 
I think you are kind of talking down our Atlas brand by saying it is 
a private brand. It isa nationally advertised brand. 

Mr. Daumas. I didn’t mean to talk it down, I assure you. 

Mr. Scuoxu. It is a nationally advertised brand—not as heavily 
advertised, I think, as some of the large tire companies. 

Mr. Datmas. You don’t manufacture it in your own factory ? 

Mr. Scuott. That is right. We don’t own the factory; it is manu- 
factured to our specifications. But we do put advertising behind it, 
the Atlas Supply Co. puts SS aa it, and we are right in 
there trying, too, to compete with the big fellows in the tire business. 

Again, here is an SERee to a good merchant. We find that a lot 
of our dealers would rather sell Atlas tires, because they are something 
that people associate with the Esso dealer, and they are something that 
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he can offer them and can sell them on their own merits, which not 
every Tom, Dick, and Harry in town can offer. He can build up a 
following if he is a good merchant. 

Let me add one more thing to that. On the question of whether 
Atlas dealers have to sell TBA, I just happened to come across this 
ad in the Washington Daily News of Thursday, May 12, 1955. There 
is an ad for Armstrong tires. The sponsor of this ad is a group of 
dealers. It happens that they are all Esso dealers. There are eight 
of them. One of them operates a company-owned station, which is 
leased to him. Five of them have subleased stations that are leased 
to the company initially. Two are contract dealers. 

Now, certainly, they weren’t intimidated when they were willing to 
put their names on an ad telling that they were pushing Armstrong 
tires. 

Mr. Roosrvetr. I would like to go around to see them and see what 
they got from this. 

Mr. Streep. If I understood you correctly a while ago, you made 
some statement to the effect that you consider that a smart Esso dealer 
would carry the Atlas line. 

You didn’t mean to prejudge those that do not as not being smart 
dealers, did you? 

Mr. Scuoxu. I certainly did not. I meant that there are many 
smart dealers who have proven that they can do an outstanding mer- 
chandising job selling Atlas along with Esso products. We think it 
is smart merchandising for them to do so. But I don’t mean to say 
that it isn’t possible for a fellow to be a good merchant and sell other 
lines. 

Mr. Streep. I assumed that you meant that if he carried only the 
Atlas line that he would be following more angles to make money for 
— than he would be if he did not follow that, as you would have 

11m do. 

Mr. Scuoty. That is exactly right, sir, that is our approach to it. 

Mr. Streep. You have about 17,000 dealers, as I understood, who are 
occupying real estate and facilities over which you have no ownership 
or lease or other control. 

Mr. Scuotzi. That is correct. 

Mr. Strep, What assurance have you got that they will continue 
to handle your product? 

Mr. Scnoxyi. Only our ability to sell them on the fact that it is 
profitable for them to handle our line. 

Mr. Steep. Are they free at any time to cease handling your prod- 
ucts and go into some other line? 

Mr. Scoot. We have contracts covering our motor fuel. But the 
contracts—and I have a sample here if you would like to have it— 
cover the dealers’ requirements of our branded products, namely, Esso 
and Esso Extra gasolines. 

Mr. Steep. In other words, that is the usual contract where you give 
permission to install the signs and implements and so forth? 

Mr. Scuoiu. That is right. 

Mr. Steep. Would you say what volume of business these dealers 
handled for you in terms of gallons of gasoline as against the volume 
that the others handled ? 

; vo Scuoun. No; I haven’t got that breakdown, Mr. Steed. I can’t 
ell you. 














DISTRIBUTION PROBLEMS 795 


Mr. Roosrverr. It would be particularly interesting to us, because 

one witness today testified that it was almost necesssary to assure 
proper integration of a company to be able to have control over the 
real estate. And you, at least in my mind, cast some doubt on the 
correctness of that statement, unless the figure of 6,890 was so out of 
proportion to the 17,000-plus, that it would be insignificant. 

Otherwise it would seem to me that the question of who owned the 
real estate was not necessarily a very important factor. 

Mr. Scuoxy. Well, I am not sure that I would accept somebody 
else’s characterization of the necessity of owning stations, I think to 
us the ownership of real estate on which service stations are built is a 
necessary evil. I don’t think we have any particular urge to invest 
our money in real estate. I think very often we could perhaps use 
the same capital in other ways and make more money on it. 

Mr. Roossvett. Is it necessary in the sense that perhaps you would 
want to establish a station in a given location? 

Mr. Scuouu. I was going to go on and talk about the reasons for 
owning a station. One reason why we own stations is because the de- 
mand for the modern, expensive station has been built up by competi- 
tion, which is always offering the consumer a finer station, with broad 
paved driveways, tiled restrooms, and all that kind of thing. You 
have got to have that kind of an outlet to keep up with the compe- 
tition. 

Now that may innvolve an investment of $50, $60, $75,000. We 
have some dealers who own stations of that kind. But it is not easy 
for a dealer to finance that kind of property. Our experience has 
been that lending institutions rather tend to shy away from a sizable 
loan on a service-station property that isn’t backed a the credit of 
an organization having large financial standing, because, as I have 
understood it, these lenders say that this is a one-purpose property. 

Just as a matter of lending technique, they are a little bit afraid of 
a one-purpose property. You can’t convert it to another use if it 
turns out that it isn’t very good as a service-station property. 

To a considerable extent, therefore, we find ourselves forced to in- 
vest in that kind of improvement just to keep up with the parade. 

Mr. Roosevert, Would you say there were any real drawbacks to 
making such investments as you have to make, the initial investment 
if that is the only way to get it open, make it available for the pur- 
pose of the operator of that station, and after a certain time when 
you are sure of his ability to manage it, sell it to him? 

Mr. Scnotzi. We do sell some stations to dealers. But I don’t 
think that we habitually sell the kind of station you are talking about 
to dealers. In addition to this business of having to make the in- 
vestment to keep up with the parade, we are building these stations 
in areas where we don’t have representation now. 

It is just amazing, if you survey this eastern area, to see the popu- 
lation shifts that have taken place or are taking place, places like 
Levittown, Pa., where all of a sudden a new city is created overnight, 
with all the tributary areas and changes in traffic flow and marketing. 

You get great developments like the St. Lawrence seaway and the 
poner evelopments up there. That whole area is growing tremen- 
ously. Then you get shifts of roads which bring business over here, 
take it away from this—if it is a new road we had better get repre- 
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sentation on it, because our market is over here and not where it used 
to be. 

You get new factory areas that are going up, the market is going 
back and forth from the factories, and we have to go in there to 
reach that market. 

We want to be sure that we have an outlet in some of those important 
areas. Once we have decided that there is a good outlet available, 
or a good — to develop a station, and we do invest our money in 
it, we also hope that it has got growth possibilities, and if it has, it is 
going to be a good investment. We aren’t anxious to get rid of it. 

Mr. Rooseverr. Thank you very much. I don’t want to hurry you, 
but it is now 5 o’elock. 

Mr. Scuoru. I do not feel hurried a bit. Thank you very much. 

Mr. Roosgvetr. I appreciate your coming before the committee. 

The committee will stand adjourned, subject to the call of the Chair. 

(Whereupon, at 5 p. m., the committee adjourned, subject to the 
call of the Chair.) 


(The following letter was received later from Mr. Scholl :) 


Esso Stanparp Or Co., 
New York, N. Y., July 8, 1955. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, Select Committee on Small Business, 
Washington, D. C. 

My Dear ConGRESSMAN : When I appeared before your committee on distribu- 
tion problems, your counsel, Mr. Arnold, referred to an affidavit which he had 
received from an Esso dealer named C. L. Binsted. I undertook to look into the 
matter, and I am embarrassed to find that, although the investigation was made 
promptly, I somehow overlooked communicating the result of that investigation 
to you. 

I am enclosing a notarized report from Mr. L. W. Hanawalt, the salesman 
who handles the Binsted account, with an attached copy of a memorandum from 
Mr. Hanawalt dated February 24, 1953. 

It is worth noting that the incident referred to by Mr. Binsted took place 
not “about a year ago,” as he suggested, but more than 2 years ago. It would 
appear that Mr. Binsted provoked Mr. Hanawalt by his suggested unwillingness 
to use this new expensive service-station layout for the purpose intended and 
that Mr. Hanawalt rose to the bait. After this lapse of time it may be difficult 
to reconstruct accurately what was said, but this seems of little importance in 
the light of the memorandum which Mr. Hanawalt wrote to his superior under 
date of February 24, 1953. This memorandum shows that, regardless of any 
prior discussion, Mr. Hanawalt recommended a 3-year lease on the location and 
that he sided with Mr. Binsted in recommending a lower rent for the first year 
of the lease term. I think this completely disposes of any thought that the 
salesman had an aggressive attitude toward this dealer and shows that the 
dealer did in fact receive fair treatment in the matter of the lease. 

I hope that the delay in transmitting this material to you will not inconven- 
ience the committee in any way. 

Very truly yours, 
Rosert H. Scott. 
INTEROFFICE CORRESPONDENCE 


WasHInoTon, D. C., June 1, 1955. 
Subject: Account 1717, MacArthur Boulevard and Reservoir Road NW., 
Washington, D. C.—C. L. and L. C. Binsted, lessees. 
Mr. W. B. Cooper, 
Washington, D. C. 


DEAR MR. CooPER: Reference is made to an affidavit submitted to Hon. James 
Roosevelt, chairman, Subcommittee No. 5, Small Business Committee, House of 
Representatives, Washington, D. C., dated May 25, 1955, signed by Charles L. 
Binsted, our lessee, in which he alleges that I used coercive tactics in persuading 
him against his wishes to install a Flannery display system at the recently 
modernized service station occupied by him. 
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The following are the facts pertaining to the discussion referred to, as I 
remember them, bearing in mind that this discussion took place sometime during 
January 1953. 

I explained to Mr. Binsted that our schedule of modernization called for us 
to spend approximately $50,000 on complete rebuilding of the service station 
leased to him. I pointed out, among other things, our building plans included 
a large salesroom with the latest in lighting and display fixtures, including the 
Flannery system. ‘To the best of my recollection, I stated that we were “free 
loaning” the Flannery displays and that they were intended only for the mer- 
chandising of the products which we sell. 

I do not remember, although it is very possible, that Mr. Binsted asked whether 
he could purchase the display system. I do recall that Mr. Binsted asked what 
we would do about it if he displayed merchandise other than that marketed by 
us. My reply to this hypothetical question was to the effect that the whole 
design of the building was geared around the large salesroom with its elaborate 
windows, lights, and displays. If Mr. Binsted found this point of view objec- 
tionable, I had two alternatives—first, to do away with the display facilities, 
which I was not disposed to do; or, second, to find myself another dealer, which 
I would prefer to do rather than lose the value of the salesroom. 

I deny making the statement, “There may be some difficulty in renewing your 
lease under those circumstances.” 

I deny further making any statements to the effect that difficulties might be 
experienced in renewing their lease either before, during, or after this discussion. 

Later on, when the matter of a new lease came into consideration, I recom- 
mended to management that we give this dealer a 3-year lease at an initial 
year’s rental lower than our investment warranted. This recommendation was 
contained in a letter written by me to our then district manager, Mr. J. McD. 
Price, Jr., on February 24, 1953, a copy of which is attached. I am sure that 
you will find it difficult to reconcile this recommendation with a statement to the 
effect that difficulty in renewing his lease would be encountered. 

Very truly yours, 


L. W. HANAWALT. 
Subscribed and sworn to before me this ist day of June 1955, in the city of 
Washington, D. C. 
KATHERINE M. STALEY, 


Notary Public, District of Columbia. 
Commission expires March 3, 1958. 


FEesruary 24, 1953. 
To: Mr. J. M. Price, Jr., Washington, D. C. 
From: L. Hanawalt, Washington, D. C. 
Subject: Account No. 1717, MacArthur Boulevard and Reservoir Road NW., 
Washington, D. C.—C. L. and L. C. Binsted, lessees. 
The dealers and I feel that a flat rental of $600 per month for the first year 
of operation with the new station is too high. The dealers will have consider- 


able outlay of money during the first year to purchase new equipment, new 
tools, and additional merchandise. 


I recommend a 3-year lease on the following terms: 
$550 flat per month for first year 


$600 flat per month for the second and third years 


If our company will not agree to a flat rental of $550 per month for the first 
year, the Binsteds will agree to the $600. 


I recommend strongly that we give these dealers a break during the first 
year of operation, 


L. HANAWALT. 
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TUESDAY, JUNE 7, 1955 


Hovse or REepresENTATIVES, 
Suscommirres No. 5 or tHe Setect ComMITTEE 
ro Conpucr A Stupy AND INVESTIGATION OF 
THE PropLeMs Or SMALL Busrness, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 2:10 p. m., in 
room 129, Old House Office Building, Washington, D. C., Hon. James 
Roosevelt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed,.and Sheehan. 

Also present: Everette MacIntyre, staff director and general coun- 
sel. Select Committee on Small Business; George L. Arnold, Irving 
Maness, subcommittee counsel; Katherine C. Blackburn, Clarence D. 
Everett, staff members; and Victor P. Dalmas, assistant to minority 
members. 

Mr. Rooseveur. The cornmittee will come to order, please. 

The committee has reopened its hearings in order to fear Mr. Le- 
land Johnson and Mr. Beman, who are officials of the Pennzoil Co., 
of California. 

The committee was particularly anxious to get their testimony be- 
cause it is somewhat different from other testimony received by the 
committee, inasmuch as Pennzoil Company of California is a com- 
petitive producer of products similar in some respects to the products 
of the major oil companies. 

The first witness—Mr. Johnson, will you testify first, sir? 

Mr. Jounson. Thank you. 


Mr. Roosevetr. And if you will sit, I think, at the end of the table 
there, please. I have to swear you, sir. 

Will you raise your right hand, please. Do you solemnly swear the 
testimony you are about to give before this committee shall be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Jounson. I do. 

Mr. Roosrvett. Thank you. Mr. Johnson, this is a very informal 
procedure normally. We try not to interrupt you, but if you make a 
particular provocative statement, why, members of the committee 
may reserve the right to ask you a question. You may proceed, sir. 


TESTIMONY OF LELAND F. JOHNSON, PRESIDENT, THE PENNZOIL 
COMPANY OF CALIFORNIA 


Mr. Jounson. Well, these remarks that I have prepared, I don’t 
have anything written out other than just notes, are general in nature, 
and I will be glad to attempt to answer any specific questions, but I 
might call upon Mr. Beman, if I may. He is better informed. 
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I might preface my remarks by stating what you just did, that our 
company is strictly 
Mr. Roosrvett. Mr. Johnson, will you identify yourself and your 
home address and your position with the compyany, for the record ? 
Mr. Jounson. Leland F. Johnson, and my home address is 536 
Dalehurst Street in Los Angeles, and I am president of the Pennzoil 

Co., California. 

Our company is strictly an independent marketer of oil and greases. 
We have no production, no refining. We purchase our oils, do manu- 
facture our greases, but beyond that we have none of the aspects of 
a major gasoline supplier. 

In other words, we do not exercise control over any of our outlets. 
We sell strictly through independent dealers. 

In our business we look upon our dealers as two general types, al- 
though they are all independents. One classification, which would be 
strictly independent, and that is the motorcar dealer who owns his 
own place of business and certainly has freedom of choice of his 
products, and the small repair shop would fall into that category in 
many instances. 

The second classification would be major gasoline service station 
outlets which are controlled to quite an extent by the gasoline com- 
panies, although in many instances, probably in most instances in 
our part of the country, they are strictly independent. In other words, 
they are a tenant of the major company, the major gasoline company 
being the landlord and the operator the tenant. 

In the first category, the motorcar dealer or repair shop category, 
we sell approximately 75 percent of those dealers. In other words, 
they have complete freedom of choice, and in that group about 75 
percent purchase motor oil and greases from us. 

In the second category, the service-station category, our percentage 
of the business is approximately 35 percent. ‘Actually we would feel 
that we should probably do better in that second category because a 
great deal of the business there is developed through demand. 

Mr. Sreep. Pardon me, Mr. Johnson. You say 35 percent of the 
business. You mean you have accounts with 35 percent of the dealers? 

Mr. Jounson. Thirty-five percent of the service stations on the 
Pacific coast we sell. 

Mr. Srexp. In some quantity or other? 

Mr. Jounson. That’s right. 

Mr. Streep. But you don’t mean that you sell 35 percent of all the 
stuff they handle? 

je: Jounson. Oh, no, no; we sell in numbers. We sell 35 percent 
of those. 

Mr. Sreep. In other words, the 65 percent of the dealers in that 
category buy nothing from you? 

Mr. oHNSON. That is correct; yes, sir. And yet that is where 
the real demand for a product like ours exists. In other words, it is 
the single-quart buyer who has to specify when he goes in whether he 
wants Pennzoil, Quaker State, Standard, or what. 

Now, in that second group, the service-station group, we classify 
them into four additional groups; the dealer that we do not sell at 

all, in other words, that 65 percent. 

We believe that if the operators had freedom of choice, if there was 
no coercion on the part of the gasoline supplier, that we could sell 
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a great deal more, and the reason I cited those figures before, in other 

words, the 75 percent of the strictly independents that we sell and the 
35 percent that we easily sell is to bear out that feeling on our part 
that there are a lot of thoes dealers who would buy from us if they 
felt that the gasoline companies would not take definite action against 
them. 

Now, we realize that we will never sell all of them because there 
are a lot of people that don’t like Pennzoil and they just wouldn’t 
buy it. 

in the second category are those dealers who I guess are a little 
more independent than in the first category, and they will buy Penn- 
zoil, but on hide it. It is not displayed, and I would say that by 
far the majority of the service stations that sell Pennzoil do not 
display Pennell 

In many instances our delivery truck cannot even deliver to their 
place of business. They are afraid that they will be caught by the 
major company representative, so we deliver oil and it is written 
right on the order that our delivery truck carries to a man’s home 
or maybe to a small independent business alongside of him with whom 
he is friendly, the oil is stored in the backs of automobiles, it is stored 
in locked-up cabinets, in restrooms. 

In other words, it is stored where the major gasoline company rep- 
resentative is not likely to find it. They even will take our oil out of 
our case and put it in a case of the gasoline company supplier to 
further hide it. 

Now, it is quite obvious to us, and I think it would be to anyone, 
that the only reason they handle it is because they have a demand for 
it. In other words, no man would buy anything to sell and then hide 
it where it couldn’t be seen. 

Then there is a third group that buys, we know, with the approval of 
the gasoline station supervisor. He is the man who says, “I have to 
have Pennzoil.” In other words, he has courage enough to say that, 
“T have to have Pennzoil. If I don’t have it I will not only lose oil 
sales, I will lose gasoline sales,” so the supervisor says, “All right, 
but a case or two, but keep it out of sight where it won’t be seen, and 
sell it only to that man who demands it and will not buy anything 
else from you.” 

And then we have a fourth group, and that is the dealer that either 
owns his place in fee or controls master lease. In other words, it is 
one where the gasoline company has no direct control over that man. 
There you will find Pennzoil displayed openly. 

You will find Pennzoil signs, and those are our most productive deal- 
ers. In other words, we get our best gallonage from that type of dealer. 
That is the man where there is no restriction. So that in these first 
three categories we feel that restrictive action by the gasoline com- 
panies through their landloard-tenant relationship has cost us con- 
siderably, and we can point to many independent oil companies that 
have been in the picture in the years past that are out now. 

As a matter of fact, there are only two strictly independent oil com- 
_ who do any business at all on the west coast. That is the 

uaker State Oil Co. and the Pennzoil Co. But there are other 
brands, and I could name many of them that have just disappeared 
because the market to which they sell has been denied them. 
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And I might add this: That we are not alone in this thing. As I 
say, there are other independent oil companies who are feeling the 
— and then there are parts people, equipment manufacturers, 
yattery people, tire people, all of whom do not control their outlets 
in any way who are being terribly hurt, and we have talked with many 
of them, association heads, and their problem is the same as ours. 

Now, there are many ways I suppose that this problem could be 
helped, and far be it from me to suggest to this committee how the 
thing should be handled. But I think a remark, if I may make it, 
might be helpful to you. 

I think the biggest single difficulty is the fact that there is no lease 
security. True, a man has a lease as a tenant, the operator as a tenant 
has a lease with the major gasoline company, but he has no real se- 
curity. If he doesn’t do what the gasoline representative tells him 
to do, there is no assurance that that lease in effect. will not be canceled. 

There certainly is no assurance that it will ever be renewed. And 
an operator makes a tremendous investment in the service station when 
he builds that. business up through long hours of work and very, very 
low pay. 

So if there could be some sort of action that would give that man 
some security on his lease, so that if he wanted to buy another product 
that he couldn’t be moved out because he did, and if he is moved out 
or his lease is canceled, or if other economic measures are taken against 
him, such as denying him a paint job when he might otherwise get it, 
or denying him possibly the best kind of a price that he could get 
under certain conditions, then we feel that there should be some means 
for that man to tell his story to the proper authorities in a simple and 
inexpensive way and get immediate action. 

As it is now, we all realize that an operator who thinks he has been 
wronged can go through the processes of law, if he can afford to do it, 
and is willing to wait long enough to do it. But I think we need 
something that will give immediate action where a man can get action 
right now. And I think that would certainly be a deterrent on the 
part of the gasoline companies. 

Mr. Roosrvetr. Mr. Johnson, in relation to your remarks on lease 
security, are you thinking of other things besides just the term of the 
lease? Are you thinking of conditions of the lease ? 

Mr. Jounson. Well, I think this: I think that the lease should very 
definitely be what it is, a real-estate lease. In other words, in my 
opinion, a landlord certainly should not be permitted to tell a man 
what he is going to sell. 

If I rent a store to a man as a grocery store, I am not going to tell 
him what kind of groceries he has to handle. ! 

Mr. Roosevexr. Just to correct your statement, you mean the pres- 
ent lease is not just a landlord’s lease. It goes beyond that? 

Mr. Jonnson. Well, I am not familiar with the wording in the 
leases, Mr. Roosevelt, but in practice it does not work that way. In 
other words, possibly there is nothing in the lease that would tie that 
man to the company. 

There has been in the past, because I have seen leases where they 
were very definitely tied, but I think the relationship has to be estab- 
lished between the oil company and the operator as:strictly a landlord- 
tenant relationship, and that is it. 








DISTRIBUTION PROBLEMS 803 


I think the only way you are ever going to clear this thing up short 
of divorcement, which is a tough one, is to straighten out that land- 
lord-tenant relationship so that that in effect is what it is. In other 
words, if a man pays rent to run a service station, then he ought to 
be permitted to earn that rent back the best way he sees fit. 

Now, in discussing this thing we are not asking for any unfair com- 
petitive advantage, and we are certainly not complaining about the 
competitive measures used by these companies, because we sell our 
oil actually at a higher price to their dealers than they pay for the 
gasoline company’s or supplier’s product. 

So that we feel that given a fair competitive shake that we can 
always take care of ourselves by providing good quality merchandise 
at a reasonable price and giving good service, and we are willing to 
compete with any company on any basis, except the type where we are 
actually denied the right to sell to an independent. 

Now, one of the companies operates a string of stations on the west 
coast. Those are their own stations. They pay the operators. They 
pay whatever penalties there are for being in business today in the 
form of taxes and what not, and we have no quarrel with that. That 
is their business, and we don’t even attempt to sell them. 

But where they avoid those penalties that come with running a 
business and turn that station over to an operator and let him assume 
it, I don’t feel they have any right to tell him what he is going to sell 
or how he is going to make that station go. 

But many operators, independent operators, will work 60, 70, and 80 
hours a week. Now, in a company-owned and operated station, that 
is not possible. There will be 2 men running that 1 man’s job, so that 
is one advantage they have in letting that man run his own business, 
plus the fact that a man who is in business for himself will always do 
a better job. 

He has an incentive. In other words, they should not have their 
cake and eat it too. That is all I have, unless anyone has a question. 

Mr. Roosrvett. Thank you very much, Mr. Johnson. I think the 
committee might have just a few questions. 

You say you purchase your oils. Where do you purchase them ? 

Mr. Jounson. From the Pennzoil Company of Pennsylvania, which 
is the parent company. 

Mr. Roosrevett. And the parent company is a producer of oil ? 

Mr. Jonson. Yes, they produce and they refine, that is correct. 

Mr. Roosrveur. Do they conduct the same Kind of retail operations 
as you do? 

Mr. Jounson. Very much so. They cover everything east of the 
Rockies and their method of operation is slightly different. They 
operate more through distributors because of the type of the territory. 

In other words, the distances are great and there are many small 
gasoline distributors through whom they distribute. Ours is largely 
adirect operation. We have our own salesmen, you see, and own trucks 
that cover the territory. 

Mr. Roosrvett. Would you say that their experience was approxi- 
mately the same as yours ? 

Mr. Jounson. Well, in conversations with them, yes. They are up 
against the same problem. 
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Mr. RoosevettT. When you make delivery to someone, to one of the 
dealers who buys your goods under the counter, so to speak, does he 
pay cash on delivery ¢ 

Mr. Jounson. No; not in all cases. We carry open accounts with, 
I believe, about 65 percent, is that correct ? 

Mr. Beman. That’s right. 

Mr. Roosevetr. So that wouldn’t it be rather difficult for a dealer to 
hide the fact that he was carrying your merchandise ? 

Mr. Jounson. You mean because of the fact that he is billed on open 
account ? 

Mr. Roosrvert. Well, because his books will show to any inspection 
by the major oil company ' 

Mr. Jounson. I don’t think they keep those kind of books. It isa 
small item. Actually we find that a 1- or 2-case sale is a pretty good 
sale in these strictly controlled units, and there is another point. In 
having to hide the oil, most of these places are limited as to = 
space. A man might prefer to buy five cases of oil from us. If he 
does, he gets a 5-cent better price because of the delivery saving that 
we can make by delivering a larger quantity. 

There are very, very few of these people that can take advantage of 
that because it is hard to hide 5 cases of oil where you can hide 1 or 2, 
and that would be particularly true with a man who has to put it in the 
trunk of his automobile, 2 cases will pretty well fill up a trunk. 

Mr. Roosrve.t. Of the dealer who owns his own lease or leases 
from a party quite separate from the oil company, would you say 
your percentage ran higher than 35 percent in the overall picture of 
those you are able to sell ? 

Mr. Jounson. Well, yes. In other words, that 35 percent figure 
that I gave you would include all 4 of those categories that I men- 
tioned in the major gasoline-station division, and I would imagine 
that the bulk, at least the bulk of the gallonage would certainly come 
out of that type of station. 

In other words, he is the man that can buy 5 or 10 or 15 cases at a 
time, and obviously will sell more because he will have it displayed. 
And I would say too that we sell a far greater number in that group 
than we certainly do up here where they hide it. 

Mr. Roosevetr. Mr. Johnson, would it be a fair summary then of 
your statement that you would feel there would be an opportunity for 
free competition if the gasoline-station dealer was his own landlord or 
was in a position with his landlord so that he could feel real legal 
security, that he couldn’t be discriminated against, if he indulged in 
buying competitive articles? 

Mr. Jounson. Absolutely, yes. 

Mr. Roosevert. Mr. Steed. 

Mr. Streep. Mr. Johnson, what is the average differential between 
the price of your product and the other competitive products? 

Mr. JoHNson. Xt the dealer level, Mr. Steed ? 

Mr. Streep. Yes. 

Mr. Jonnson. Or do you mean retail ? 

Mr. Steep. Retail. 

Mr. Jounson. Retail it is exactly the same price, sells for the same 
price. 

As a matter of fact, it sells a little bit below some of these so-called 
super oils that have appeared in the last year. 
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Mr. Sreep. In the last few years or for as many years as you can, 
give a fair estimate how has your volume of business held up? 

Mr. Jounson. Well, our volume has held up very well. I men- 
tioned this category, motorcar dealers, that is the thing that has kept 
us alive. We have been very active in soliciting that type of busi- 
ness because that is where your demand is created. ory 

In other words, when a man buys a new automobile, if Pennzoil is 
recommended to him he is going to use it for quite a while because an 
automobile is a big investment. So we have always had, I would say, 
the lion’s share of that business. 

But even then our canned-oil business, which is largely the type 
or the package that goes through the service station, has increased. 
We have not kept pace, however, with the general increase in the oil 
business on the coast. 

Mr. Steep. In any of the type outlets where their major function 
is the sale of oil products to the public, do you have any dealers who 
are exclusive users of your product? 

Mr. Jounson. Some of the motorcar dealers are exclusive to this 
extent: They recommend Pennzoil and they will put it in any auto- 
mobile where motor oil is not specified. In other words, they feature 
it, and in some of those cases we probably get as high as maybe 95 per- 
cent of all the oil business they sell. But they carry other oils. 

Mr. Steep. On its face you have no arrangements with any one of 
exclusive dealers ? 

Mr. Jounson. None whatesoever; none whatsoever. We have no 
contracts of any kind. 

Mr. Streep. What sort of an advertising program do you carry to 
make the public aware of your product ? 

Mr. Jounson. Well, we advertise nationally in some 10 or 12 maga- 
zines, Saturday Evening Post and Colliers and Look, magazines of 
that type. We have a very active program in farm journals, maga- 
zines of that type, and some big magazines. And locally we usually 
have a billboard campaign every year which will start in the West 
within a couple of weeks. 

Mr. Sreep. In any of your advertising do you make any reference 
as to how the consuming public might have access to your product in 
the terms that you might refer to the dealers that handle it? 

Mr. Jounson. “Sold by independent dealers everywhere,” and we 
are thinking very seriously now of adding a line in there, “Ask for 
Pennzoil whether or not you see the Pennzoil sign displayed.” That 
is our big problem. 

Mr. Streep. I was just curious to know how you approached the 
point of getting into the minds of the consuming public how they could 
obtain it, once they decided they wanted it. 

Mr. Roosrvett. Mr. Steed, would you yield on that point? 

Mr. Sreep. Yes. 

Mr. Roosrve.t. Do you have many instances where a consumer, a 
motorist, let’s say, asks for Pennzoil and he can’t get it, does he com- 
plain to you? Do you have complaints? 

Mr. Jonnson. Yes; we have. We receive letters, I don’t know 
how many—Mr. Beman could testify more accurately on that, but we 
receive them frequently. We get telephone calls. 

For example, a man will buy a new automobile and the dealer that 
sells him that car will recommend that he use Pennzoil, and when 
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he gets out he can’t find it, so he will call us and tell us where he lives, 
“Do you have a dealer in my neighborhood that handles Pennzoil ?” 

Those calls are directed to Mr. Beman, so as I say, he could tell 
you more about it. But we have a great deal of that. 

Mr. Sreep. You said, as I understood it, you said that you did not 
even make an effort to do any business with a company owned and 
operated station. 

Mr. Jounson. That is correct. 

Mr. Srrep. Now, we have had a great deal of testimony that another 
type of station, known as the a station, is also used 
in some areas, which are very similar to the company owned and 
operated type. Do you have any cases where you have tried to sell 
or do sell to the commission-type station ¢ 

Mr. Jounson. Well, I am not sure that I know exactly what a 
commission type is. 

Mr. Beman. To the best of my knowledge there aren’t any in the 
West. I don’t know of any. 

Mr. Roosevett. I believe there are some. 

Mr. Beman. Is that so? 

Mr. Roosevetr. But I think that they operate under—it is a Stand- 
ard Oil station that is operating on a commission basis. 

Mr. Jounson. Yes. Well, that would be in a small area, probably 
rural area, where they have a gasoline distributor. 

Mr. Sreep. This 65 percent of the dealers, I assume to be the lease- 
type dealer, as we have come to know it here in these hearings. From 
the contact you had in your sales work, have you tried to arrive at 
any estimate as to how many of those dealers have told you that they 
would like to handle your product but dare not? 

Mr. Jonnson. Well, yes. We have done this: In other words, every- 
thing I have been telling you today has come from actual reports 
that we have received from our people in the field. We have probably, 
oh, I guess 800 or a thousand reports that have accumulated over a 
period of time. 

However, about 95 percent of those reports are on dealers who are 
buying Pennzoil from us but who are restricted in its sale by having 
to hide it. 

But there are some in there where our salesmen have told us that 
the dealer would buy if he was not afraid of lease cancellation, or it 
might be because he has a lease coming up within a few months, and 
a does not want to antagonize the company. There are some of 
those. 

Mr. Streep. About what percent would you say come into that last 
category ? 

Mr. Jounson. Well, it would be difficult to tell because, you see, 
our men have not actually turned in reports on many of the nonbuying 
customers. 

We estimate, and that is all it is, it has to be an estimate, but from 
what we know about our business and the buying habits of those who 
are strictly independent, we feel that we could a at least half of that 
remaining 65 percent. 

Now, as I mentioned earlier, there are a lot of people that will never 
buy Pennzoil. 

Mr. Sreep. You mentioned that other companies have a problem 
similar to yours, not only in oils and grease, but in TBA items. 
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Mr. Jonnson. That is correct. 

Mr. Sreep. Have you as head of your company held discussions with 
executives of other companies on this problem / 

Mr. Jounson. Yes; I have talked with the manager of the Motor 
Equipment Wholesalers Association, they headquarter in Chicago, 
and they are national in scope. I have talked also with the head of 
the National Standard Parts Association. They headquarter also 
in Chicago. 

And as a matter of fact, the head of the National Standard Parts As- 
sociation wrote me a letter some time back before I even knew of him 
or knew who he was, and offered to assist in anyway that he could, 
if we would get together and have a common purpose in trying to lick 
this problem that we had. 

That was before this committee was formed some time back. 

Mr. Sreep. Prior to the beginning of these hearings, did any of 
these conferences you had with other similarly situated people get to 
the point where any firm ideas were formed as to what solution could 
be managed ? 

Mr. Jonnson. No. Asa matter of fact, I haven’t met with any of 
them other than the manager of the Quaker State Co. in California 
since these hearings started, but we have corresponded, and there has 
been some discussion of the formation of an association frankly to 
bolster the morale of the independent dealer so that he will try to do 
something about this himself. 

Mr. Sreep. I take it that I speak for my colleagues on the commit- 
tee. We are not only interested in the information as to the situa- 
tion as it exists, but we have also been interested in any suggestions 
people had as to possible solutions. Other than what you have al- 
ready said, do you have any other suggested solutions ? 

Mr. Jounson. Well, no. I think the root of the thing is with that 
lease. In other words, unfortunately I don’t know enough about law 
to know what you can do, but it seems to me that there has to be some 
guaranty to that man as a tenant that 

Mr. Steep. In brief, then, you are saying that if the lease-type inde- 
pendent operator could feel free in his own mind that he was an 
independent operator, your problem would be largely solved. 

Mr. Jounson. Thatiscorrect. And it would for all of these people. 

In other words, if a man has freedom of choice to select what he wants 
to sell, that is all we ask for. 
_ Now, if there is somebody standing behind him threatening, whether 
it is with lease cancellation or with taking away some other concession 
that he might have, such as painting or equipment, furnishing of 
equipment, then that, as far as we are concerned, makes that landlord- 
tenant relationship something that was never intended to be. 

Mr. Srexp. In your discussions with TBA and other type inde- 
pendent companies like yourself, have you had any information that 
would indicate that they have cases with these dealers where they also 
do this, so to speak, undercounter business with them too as they do 
with the case of your oil? 

Mr. Jonnson. Yes. 

Mr. Srrep. Tires, batteries, accessories, that sort of thing? 

Mr. Jounson. That is correct, and even on things like oil filters. 
Through part of our territory we operate through distributors; in 
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other words, we cover the 11 Western States and we operate direct on 
the coast with 3 coast States, but through distributors in the other 
8 of the 11 Western States. Now, those distributors in many instances 
are parts distributors as well, and they have the same po there. 
They cannot sell fan belts, spark plugs, oil filters, and all of the things 
that a parts distributor would all because of this same problem. 

Mr. Streep. Have any of those companies ever given you any infor- 
mation as to the percent of the dealers that they are able to do business 
with or unable to do business with ? 

Mr. Jonnson. No. 

Mr. Steep. I think you used a 35-65 ratio. 

Mr. Jonnson. No. As I mentioned earlier, that ratio we have 
gotten right off of our own records. But a lot of these small dis- 
tributors, Mr. Steed, don’t keep records like that. 

Mr. Steep. Would it be a fair assumption then, that the same ratio 
probably prevails in other lines as it does in yours ? 

Mr. Jonnson. Yes; and I would think this: That it probably pre- 
vails to a greater extent in some lines, for example tires. You can’t 
hide a tire very well. In other words, anything that is hard to bury 
in the backyard I would think would be hurt much more than we 
have been. 

Mr. Streep. That is all. 

Mr. Roosevett. Mr. Sheehan ? 

Mr. Sueenan. Mr. Johnson, as I understand your operation, you 
operate as a franchised distributor for Pennzoil? 

Mr. Jounson. No; we are a separate company, a separate corpo- 
ration. 


Mr. Sureenan. Do you have a contract with them ? 
Mr. Jounson. No contract at all; no. j 
Mr. Sueenan. Do you handle am other competing oils? 


Mr. Jounson. Not competing oils with Pennzoil; no. We sell in- 
dustrially and we sell a lot of that business on price, so we sell Western 
and Mid-Continent oil as well. But the only oil sold at the dealer 
trade is Pennzoil motor oil. 

Mr. Sueenan. Would Pennzoil allow you to sell Quaker State ! 

Mr. Jounson. We would have no desire to sell Quaker State. 

Mr. Sueenan. Don’t you think you are about in the same position 
as many of these gas dealers ? 

Mr. Jounson. Absolutely not. As a matter of fact, Mr. Sheehan, 
the Pennzoil brand belongs to the Pennzoil Company of California. 

Mr. SuHeexwan. But you would admit it would be very good business 
on your part not to handle a competing brand ? 

Mr. Jonnson. Well, there would be no reason for it. I don’t quite 
ener As a matter of fact, Quaker State would not sell us, I wouldn’t 
think. 

I will tell you this: That we are permitted to buy Pennsylvania 
oil where we choose to buy it. 

Mr. Sueenan. That is exactly the point I want to arrive at; that 
from the standpoint of good business practice nobody has a product 
which they advertise widely likes to get too much competition with 
their own particular product. 

It would seem to me you are in the same position. You don’t want 
to compete with your own product, Pennzoil, and I think maybe many 
of these gas stations are in the same position. 
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In testimony which we have heard here, I think one of the gentle- 
men who testified last week stated the greatest bulk of his gas-station 
operators are not asking for a longer than 1-year lease. Isn’t that 
right, Mr. Chairman ? Was it Standard Oil! 

Mr. Roosevetr. Yes. I think it was Shell. 

Mr. Jounson. I am not familiar with that. We have no gasoline 
ourselves, and I really don’t know what the story would be on that. 
1 would think that any man with a successful business would want 
a lease of longer than a year. 

He might only want a year when he started in, but when he estab- 
lishes that business, I think he would be a very poor businessman 
if he did not ask for a longer lease. 

Mr. SneeHan, Well, you might be right, but it seems to me that 
the conclusion I have reached from quite a bit of testimony heard 
here is that only a small percentage of the gasoline-station operators 
are asking for the long-term lease. 

Mr. Jounson. That could be. As I say, I have no knowledge of it. 

Mr. Roosevett. Mr. Sheehan, would you yield for 1 minute? 

I think I might say at that point that perhaps one of the reasons 
for that would be that until recently the ironclad rule of the com- 
pany has been to give only a 1-year lease, and it would therefore be 
rather unusual for a dealer to ask for something that he knew he 
could not get. 

Mr. Jounson. Well, yes. In the old days when I was familiar with 
leases, when I worked a sales territory and had occasion to see some 
of the leases of gasoline companies, they would give a 1-year lease 
with a 24-hour cancellation clause, which, in effect, was a 24-hour 
lease. 

Mr. Roosevenr. In other words, they have made small improve- 
ments and now have it up to a 30-day cancellation clause. 

Mr. Jounson. Is that what it is now? That is a big step in the 
right direction. 

Mr. SuHeeHan. I am a businessman myself, Mr. Johnson, and the 
point I am trying to make is that I, too, would like to handle only 
my own products. 

Mr, JoHnson. Certainly. 

Mr. SHeeHan. We all do that from a business standpoint, so I am 
wondering how critical we can be of the major oil companies who 
request the stations to handle their own products, assuming they 
don’t do it with any strong-arm methods. 

Because even on the lease basis it was pointed out to the com- 
mittee that when these gas stations are being built today, they are 
costing an investment up to $100,000, and the rent is rather nominal 
in the sense that it is so many pennies per gallon. And the only way 
the major oil companies can get a good return on their investment, 
1s to sell more and more of their own products, so I am just wonder- 
ing whether or not we should not look on it just a little sympa- 
thetically in the sense that the normal business practice is to get as 
many distributors as you possibly can to use your products exclusively. 

Mr. Jonnson. Well, possibly you have a point, except I can’t be 
very sympathetic with somebody that has got his hand around my 
neck and is squeezing it. 

r. Saeenan. Assuming they don’t use strongarm tactics. 
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Mr. Jounson. If I wasn’t convinced, I am not going to say un- 
American, but the concept I have always had of the free-enterprise 
system, if I was not convinced that that was the best thing for all of 
us, I would not sit here and discuss this thing. 

But I think any time a man goes in, risks his capital, works like a 
dog to make a living, that, by golly, he is entitled to freedom of choice 
of what he is going to sell. 

Now, if a man walks in and goes to work for the Standard Oil Co. 
and operates one of their Standard, Inc., stations, which is a company- 
controlled station, that is none of our business, that is up to him. But 
if he is willing to make probably not a great deal more for himself 
than he would make as a pay employee, in other words, if he is willing 
to go into business and take the risk of business, he ought to, by golly, 
have ‘ren: of choice. They should let him sell what he wants 
to sell. 

Now, none of these people that hide this Pennzoil buy it because 
they love us. It is because somebody is asking for that oil and they 
know that by not having it they are going to lose profit, not only on the 
oil but in many cases on the gasoline they sell. 

Now, I can tell you this: that we have talked to one of the gasoline 
companies on the coast and they will admit that it probably costs them 
gasoline sales because Pennzoil happens to be a very popular product. 
We have been in business on the coast for almost 42 years. 

Mr. Sueenan. In other words, you have got the people sounding 
their Z’s 

Mr. Jounson. Got them sounding their Z’s. We have a product 
that is in good demand and has excellent acceptance. I don’t think 
there are very many people that would turn down Pennzoil if it was 
offered to them. 

Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Roosrvetr. Mr. Arnold? 

Mr. Arnoxp. In these reports from the field, you say you received 
about 800 to a thousand, and I take it these reports were primarily 
from people who did buy the oil but did not display it, would hide it? 

Mr. Jounson. They were reports turned in by our salesmen. This 
problem has been with us for many, many years. We had hoped 
when the Standard and the Richfield cases were decided out on the 


coast that there would be a ie and there was, temporarily. And 
a 


as a matter of fact, I think we fare better in Chevron and Richfield 
stations than we do in any of the other companies. But the thing, 
about a year ago, got worse than I have ever seen it, and I have worked 
a territory. They have gotten to the point where I think they are just 
taking a calculated risk. 

In other words, they don’t think anybody is going to take them to 
jail. And it was then that we decided that we had to do something 
if we were going to survive. So we have asked our men in the field 
to report specific instances to us. In other words, don’t go in and 
guess. Engage a man in conversation, and if he will tell you that 
he is afraid to buy Pennzoil, put it down on a piece of paper and let 
us know about it. 

Mr. Arnot. What were the usual reasons given for not displaying 
Pennzoil? 

Mr. Jonnson. Lease tenure for one. A man might have been 
threatened, and again remember, that most of these reports that we 
have from the field are about dealers who are buying Pennzoil now, 
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but who won’t display it, and in some cases they are dealers who did 
buy Pennzoil but put the oil out because a sales representative told 
them to get rid of it. 

The threats have been lease cancellation. We have one where the 
sales representative told the dealer he might be able to get him two- 
tenths of a cent per gallon better price on his gasoline if he put 
Pennzoil out. Paint contracts, equipment contracts, anything. 

In other words, it is the constant threat that a dealer lives under 
that that lease will not be renewed. Now, as I mentioned earlier, 
you take a man who has invested his money and maybe he has invested 
the money of all his relatives as well. He has worked hard and he 
has built himself a nice business, he is going to be pretty careful about 
offending the man who can throw him out of that business overnight. 

Mr. Rooseveutt. Mr. Johnson, you have stated several times that 
you have these reports from your salesmen referring to individual 
dealers. I assume that you would think it, and I am sure the commit- 
tee would agree with you, improper to give out the names of those 
dealers about whom these reports have been made. But we would like 
to ask you if the committee feels that they would like to have counsel 
or some other proper person substantiate the testimony by looking at 
them without any objections. 

Mr. Jounson. No. 

Mr. Roosevetr. Not to include them in the record, but merely to 
feel that we have done our job by looking at them and knowing that 
these reports exist. 

Mr. Jounson. No, that is quite all right, but I really do feel that a 
lot of damage could be done if any names ever got out. 

Mr. Roosrvetr. I assure you we will be very sure that there are no 
names. 

Mr. Jounson. That’s right, because actually this information has 
not been gained by sitting down with a dealer and filling out a re- 
port. We had one instance just before I left Los Angeles and I wrote 
the oil company that was responsible for this one. 

I wrote the vice president in San Francisco about it, and reported it 
to him, and I did not even give him the name of the dealer, because 
the dealer said, “God, don’t get me involved.” 

Mr. Roosevetr. Mr. Steed has a question. 

Mr. Sreep. Mr. Johnson, you said that the best source of business 
that you have is with these motorcar dealers in small garages. You 
also discussed the fact that there are major oil companies who have 
their own leased stations in which they try to keep out competitive 
products, especially in the field of oil and greases. 

Do these same major oil companies go to these motorcar companies 
and small garages and compete with you there? 

Mr. Jounson. Very definitely so. 

Mr. Sreep. For the sale of their products? 

Mr. Jounson. Very definitely so, and they have some of the business. 

Mr. Steep. From your knowledge of the business, what type of com- 
petition pricewise or volumewise or otherwise do these same major 
oil companies offer in the case, say, of a motorcar dealer or a small 
garage as compared to what—— 

Mr. Jonnson. To influence his business? 
Mr. Sreep. Yes. 
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Mr. Jounson. Well, they have a number of different methods; they 
sell largely on price. 

In other words, a motorcar dealer they will and can cut almost 30 
cents a gallon below our price to the dealer, and yet our oil sells at no 
higher price than their oil does to the retail trade. i 

However, it is not always their brand of oil that they quote the price 
on. We know from samples that we have tested that it is almost the 
same product. It might havea different colored dye in it or something 
like that. That is one method. 

The other method is to actually offer cash inducements, and those 
hase been substantiated to us by the dealers. In other words, they 
will offer a dealer so much money, tell him to use it any way he wants, 
to paint his building or however he wants to use it. 

Mr. Sreep. In the case of a large bus company or a truck company 
or some other user of quantity oil and grease products who would 
probably buy direct from the company rather than through a retail 
dealer, what type of competition do you have in that field with these 
major oil companies ? 

Mr. Jounson. Well, that is a tough one. We do very little busi- 
ness with large industrial buyers. 

Now we have an industrial business, but it is more a specialized 
business. In other words, we will not sell Pennzoil to a bus company 
or a truck company any cheaper than a dealer can buy it on the corner. 

Now we do have these products that I mentioned earlier that are 
competitive in price, but not the same quality as.our Pennzoil motor 
oil, but we still cannot get down low enough pricewise to compete, 
if that is the factor. 

We are able to sell some of them on quality alone and ask for more 
money that what they would. But we have very, very little of that 
business. 

Mr. Sreep. We have had a great deal of testimony about filling 
station price wars. When those break out in any of your territory, 
what is the effect on your type of business in those stations? Does 
the grease and oil, in other words, get included in that? 

Mr. Jounson. Oh, you mean as far as volume for us goes, or price ? 

Mr. Streep. Both volume and price. 

Mr. Jounson. Well, they never to my knowledge will discount 
motor oil as any inducement to get a customer in in a price war. 

ate: STEED. A price war is almost always more or less confined to the 
gasoline ? 
~ Mr. Jounson. Yes; that is correct. 

Mr. Sreep. That is all. 

Mr. Rooseverr. Mr, Arnold. 

Mr. Arnotp. Is there any difference between the markup allowed 
the dealer on yeas Pennzoil and, let us say, the ordinary sponsored 
oil of the supplying company ? 

Mr, Jounson. Well, yes, T ewala say that in almost every case, with 
the exception—well, no, in every case the dealer makes more money 
on the company’s oil than he makes on our oil. 

Mr. Arnon. This might be a question calling for opinion; I hope 
not, but maybe it is. To your own knowledge, but where you have 
other TBA items where there is no ibility of competition even 
from such a restricted competitor as Sonnsoil is the dealer given a 
comparable margin of markup on the company-sponsored item ? 
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Mr. Jounson. Well, I wouldn’t know that. I could guess on it. 
Mr. Roosevett. I think I will have to rule that question out. 
Mr. Jounson. Yes. 

Mr. Arnotp. That is all. 

Mr. Roosrvert. Mr. Dalmas. 

Mr. Datmas. I just wanted to ask whether or not, Mr. Johnson, 
your per company manufactures any gasoline or had any residuals, 
oils that they sold? 

Mr. Jounson. Yes. 

Mr. Datmas. They manufacture and dispose of gasoline? 

Mr. Jounson. Yes, they refine crude oil, you see, to get the motor 
oil, and they have fuel oil and gasoline. 

Mr. Datmas. What is known as the Pennsylvania grade. I don’t 
suppose it all comes from Pennsylvania. 

I am interested in this 65 percent, and I have wondered how in the 
world, with the inquisitiveness that most salesmen have, how that you 
could put your oil in those stations, and not have the major oil com- 
panies find out about it, even though it was delivered next door or 
some other place. 

Mr. Jounson. Well, they do know about it in many places. 

Mr. Datmas. They know about it. They just wink at it? 

Mr. Jounson. No. In some few cases a do. A major company 
is me going to cancel out a dealer that would be a hard dealer to 
replace. 

Miter all, they are in the business of selling gasoline, and if a man 
is doing a bangup job, they are not going to just go in and arbitrarily 
cancel Bins out because he puts a couple of cases of Pennzoil in. And 
that dealer will carry that oil with the knowledge of the supervisor. 

But maybe he agrees with the supervisor that he will not display 
it. And maybe in some cases if he is a rugged independent, as some 
of these men are, he will even display it. 

Mr. Datmas. Has it been your experience that the supervisor is 
the keyman in this distribution picture? 

Mr. Jounson. Well, he is to this extent, that he is the man who 
has, you might say, the everyday contact with that. 

Mr. Datmas. Would that be company policy, or would that be just 
the supervisor’s policy in trying to cover his particular territory? 

Mr. Jonnson. Well, we believe that there are some companies whose 
policy it is to permit the sale of competitive products, if it is handled 
in a dignified manner. 

We would almost bet that there are 1 or 2 where the policy emanates 
from the top that there be no products, but that is a difficult question 
to ask, because we have letters here that have been sent out by some 
of the major companies instructing their dealers that they can handle 
any product that they want. And yet in one case that company has 
actually been in the field the toughtest one that we have had. 

Mr. Datmas. I want to ask a question about motor parts. I noticed 
that you sell practically 75 percent of the motorcar dealers in your 
territory. Now, the motor parts that you are referring to are ones 
that go through filling stations rather than through the motorcar 
dealers. Is that correct? 

Mr. Jounson. Well, I would guess that that is where the bulk— 
they go through service stations and repair shops. There are some 
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motorcar dealers that buy, I am sure, from independent suppliers. 
Most of them will furnish factory parts, however. ‘ 

Mr. Damas. Isn’t it a pretty general policy with the major motor 
companies to confine their uel to their own parts and products? 

Mr. Jonnson. I think they would probably try to. I would not 
knowthat. That isa little bit out of my realm. 

Mr. Datmas. Thank you, Mr, Chairman. 

Mr. Roosrverr. Thank you very much, Mr. Johnson, for coming 
and for your very helpful testimony. 

Mr. Jonnson. Thank you. 

Mr. Roosrvert. The committee will next hear from Mr. Beman, 
assistant to the general sales manager of Pennzoil. 

Mr. Beman, would you raise your right hand, please, sir? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Beman. Ido. Do you want my name and address? 

Mr. Roosevett. Will you identify yourself for the record ? 


TESTIMONY OF JOHN B. BEMAN, JR., ASSISTANT TO GENERAL SALES 
MANAGER, THE PENNZOIL COMPANY OF CALIFORNIA 


Mr. Beman. My name is John B. Beman, Jr. My home address is 
395 Mirada Avenue, in San Marino. I am employed as an assistant 
to the general sales manager of the Pennzoil Co., California. 

Mr. Roosevert. You go right ahead, sir. 

Mr. Beman. I have no generalizations to add to what Mr. Johnson 
offered. I merely have brought some of what I would consider typical! 
reports that we have on the situation, some that exemplify the various 
problems that he has mentioned. 

Perhaps you would not want to take the committee’s time to hear me 
read any of them. If you want to ask Mr. Arnold to examine some, as 
I think you mentioned 

Mr. Roosrvett. I think the committee would be interested in at least 
a couple of them, just to get some idea of the kind of report which you 
— ea from your salesmen upon which Mr. Johnson’s testimony 
is based. 

Mr. Beman. I might preface by remarking that we did have many 
reports from our salesmen concerning stations which did not buy, but, 
frankly, we haven’t even included them in the tabulation of this total 
that we talk about, unless there was pretty evidence that we could 
back up that claim, that it wasn’t just a salesman’s excuse for failure. 

Every salesman would naturally be inclined to say this man can’t 
buy, the company won’t let him. It might just happen that a cracker- 
jack salesman could make that sale. 

And, consequently, trying to be as fair as we can in this matter, 
we don’t put too much faith in all of those claims that the company 
will not let so-and-so buy oil. 

_Where there is evidence that that man definitely has a desire to buy 
oil, for example, a man who has purchased before, for instance, maybe 
he operated under another gasoline company, purchased oil from us, 
sold it, moved to a new location, when the salesman says the company 
will not let him buy the oil and that is why he does not buy it, then 
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we believe it, because we have good reason to believe that he does 
want it. 

But we have taken most of our facts from information concerning 
accounts who actually are buying from us. We feel that if a man 
purchases an item of merchandise in the retail trade, it is not normal 
for him to, for instance, lock it in the cigarette machine. We have a 
number of cases, or otherwise hide it. 

Now I will admit that it may seem odd to you that he could actually 
keep the matter concealed from his service-station supervisor. But it 
may just possibly be that a of those supervisors are aware of the 
fact that if no issue is made of the matter, they can keep the sales of our 
product or of any other competitor product to a minimum by keeping 
them hidden and out of sight. 

We do have reports, however, of men who have been discovered in 
handling our products through the search of the empty barrel by the 
service-station supervisor. We have cases where the fact was dis- 
covered through a check of the sales tapes on motor oil which are 
merely generally just written up as “Quart of oil, 45 cents,” not by 
brand, and a check over a lengthy period of time 

Mr. Datmas. Mr. Chairman, may I ask a question right at this 
point ? 

Mr. Roosevett. Go ahead, Mr. Dalmas. 

Mr. Damas. How do you get it out of the cigarette machine into 
the car, the little punch, and they put in the oil in the car and the 
salesman is standing there, the supervisor? Surely he must have some 
markings on the can. . 

Mr. Beman. He takes that chance, sure; he takes that chance. There 
are more of these dealers handling our product with the knowledge 
of their supervisors than there are who are hiding it. 

But we have specific reports on men who do hide the oil. I will 
give you an example: 

In our customer card file we have numerous cards flagged and a 
special notation to our order department in writing up the order 
which is transmitted to our warehouse for delivery by one of our 
trucks, “Deliver to residence,” such and such an address. “Do not 
drive on dealer’s lot. Park in street and check with dealer before 
making delivery.” 

Now, I think it is a pretty safe conclusion that that man is trying 
to avoid detection in the handling of a competitive product. At least, 
he is trying to avoid making an issue of it. 

_ [am not in a position to say whether his supervisor knows that he 
is doing it or not, but the point is he is not waving the flag under the 
man’s nose. 

I might just leaf through some of these reports here. Here is a 
man who used to handle Pennzoil, discontinued his purchases. 

As he said, the blank man had threatened to cancel him out. He 
had never displayed Pennzoil, but had sold it only on demand, but 
decided it would be better to lose his Pennzoil customers than to take 
achance of losing the lease on the station. 

This gentleman said that he would like to handle Pennzoil, but that 

e received a 1-cent-per-gallon rebate on his gasoline purchases to go 
along with company policy. I might add that we don’t believe that 
any company necessarily offers a better price to a dealer for not han- 




































































816 DISTRIBUTION PROBLEMS 





dling a product, but I think you were hinting at that when you talked 
about the policy of the salesman. ; 

As Mr. Johnson said, we are not in a position to say which policy 
the company supports and which they do not. All we know for sure 
is the attitude that is engendered in the field by this threatening 
attitude. 

I might say there are relatively few occasions on which we do see 
it followed up. The number of dealers actually claiming to have 
been canceled for handling Pennzoil is relatively small, or for han- 
dling the other competitive products. And there again you might 
have to temper your judgment with knowledge that the man might 
actually have been incompetent as an operator. 

There might be other reasons. 

Mr. Roosevett. I think it is Mr. Justice Douglas who in one of these 
cases made a famous remark that sometimes a frown and a scowl can 
do more than a series of words. 

Mr. Streep. Mr. Chairman, may I ask Mr. Beman a facetious ques- 
tion off the record. 

Mr. Roosrvetr. Off the record. 

(Discussion off the record.) 

Mr. Roosrvett. Back on the record. 

Mr. Beman. We have reports of instances where we are asked to 
deliver the oil as Mr. Johnson mentioned to other locations than to 
the dealer’s place of business. He comes, picks it up, and hauls it. 

Perhaps, as I say, the supervisor knows that he is doing it. I am 
not in a position to say. 

Mr. Steep. On the record I will say that in cases where that situa- 
tion exists, it is a sad commentary that a so-called independent busi- 
nessman feels he has to be surreptitious in the conduct of his business. 

Mr. Beman. Well, we have evidence that they do feel that way, 
whether justifiably or not, I don’t know, but it is not a matter of iso- 
lated instances. There are many of them. 

Mr. Roosevetr. I assume, Mr. Beman, that is why you and Mr. 
Johnson are before the commiteee, recognizing that this is ethically 
bad, if nothing else, that it may be possible to remove this. 

Mr. Beman. That’s right, it happens, there is no denying that our 
selfish interests would best be served by giving the dealer his complete 
independence. 

But I personally feel, and I know Mr. Johnson does, that regardless 
of its influence on us, it happens that each of us worked in service 
stations at one time, and when Mr. Johnson said working like a dog, 
he was close to the truth. 

And the hours that are put in for the compensation, it is a rela- 
tively poor reward in many cases. There are certainly many pros- 
perous dealers. 

Mr. Sreep. Do you agree with Mr. Johnson in his statement? I 
think he at least on two occasions pointed out that there would be no 
reason for an independent gasoline dealer to handle your product 
at all except for the fact that he wants to satisfy his customer in the 
— business, because actually he is at a little price disadvantage in 
so doing. 

Mr. Beman. Oh, yes, he makes a substantially better profit, and 
incidentally that brings up the question of how that came about, a 

one of the good reasons why the major oil company has to try to 
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eliminate Pennzoil, Quaker State, and other nationally advertised 
brands other than those that he offers under his own brand. 

About 1939 or 1940, in our part of the country, I don’t know when 
it began to transpire elsewhere, there came this gradual elmination 
of the split-pump stations. In fact, I think it was a little earlier than 
that. I believe the last of the major oil companies eliminated all 
split-pump operations in about 1940. 

Prior to that time in every case the top grade lubricating oil of the 
gasoline supplier on the Pacific coast sold at a lower price than Pennz- 
oil, Quaker State, Kendall, HyBis, Valv-o-line, or any of the Pennsy!l- 
vania oil, and I am sure that probably some of the other nationally 
advertised oils, perhaps Conoco and some of the other oils which 
market on the coast, but have no gas outlets, were selling at a nickel a 
quart, in some cases 10 cents a quart higher price. 

Shortly after the elimination of the split pumps and while we are 
not talking about gasoline here, it followed that there was a gradual 
attempt to eliminate all competitive products. 

In other words, the concept of the 100-percent station, everything 
they sold under one brand developed. The prices—retail prices—of 
all of those oils were brought up to the level of the Pennsylvania oils 
and other nationally advertised oils, and have been there ever since 
through several prices changes; as prices have gone up since the end 
of the war, every price change has been matched at the retail level. 

Now, it is our feeling that if our own oil, or Quaker State—and we 
believe the principal Pennsylvania oil market is on the Pacific coast— 
we are placed side by side in full view with freedom of choice, as the 
housewife can select soups in the market at the same retail price, we 
think we would get a tremendous volume of business in these major 
service-station outlets. 

Therefore, it is not hard for us to understand why they try to do 
to us what they do. If we are over there, they don’t want us to be 
placed in a position of equal choice, and I think that that is one area 
in which the public has suffered—through a higher-than-normal price 
for those products. 

Now, I can’t illustrate the same thing necessarily on the controlled 
TBA items, but I will say this—and I think most businessmen will 
agree: Where there is an absence of competition and at the retail level, 
you are likely to have a higher price. 

Now, there is the strong competition on the gasolines. 
of the big headaches is that it is so competitive. 

_But this competitive gasoline market gives the buyer an opportu- 

nity to go to this or that station. But it is highly abnormal for him 
to drive into one station for his gasoline—perhaps his bayonet shows 
that he needs oil—and then to drive to another for his oil. 
_ It is a natural thing to buy his oil there, to buy a fan belt if he is 
in need of a fan belt, and many of the other automotive supplies there. 
So that the elimination of competition at that specific outlet, although 
competition generally is not eliminated, the elimination at that outlet 
at that moment I think works to the disadvantage of the public price- 
wise. We know it has done so in the case of the products with which 
we compete. 

Mr. Roosgvett. Do you care to give us any more? 

Mr. Beman. Yes. Now, these are written hastily, somewhat in the 
language of our salesmen, and I will just try to scan them here. 





I guess one 
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Dealer has always kept Pennzoil out of sight to protect his lease, 
As of last week dealer said he can no longer handle Pennzoil. Retail 
representative of blank oil company told dealer he would have to stop 
selling Pennzoil for the reason that an employee of the company 
reported to the company that dealer had recommended Pennzoil for 
his car. 

Naturally this was a great blow to their pride and the word was 
passed down to the retail representative to do something about it. 

This is a quotation assertedly from the retail representative: 

And you know your lease will be up for renewal in April, and I would hate 
to see anything happen. 

The dealer, still quoting: 

Are you threatening me? 
Retail representative : 
Oh, no. But you know how it is. I have to keep the brass in Oakland happy. 


We run across examples of the service-station supervisor passing 
the buck to his superior, and once in a while we try ourselves to talk 
to that superior and find out, and then, of course, we find the buck 
passed the other way. __ 

We are in the sales business, and we can understand salesmen’s 
enthusiasm. A salesman builds his own policy. We would hate to 
be responsible for every statement that our salesmen made. 

But it is hard to believe that there isn’t at least a wink of the eye 
or the frown that you referred to in these repeated cases, because they 
are just too much a standard part of the operations to think that they 
ure not understood as being a part of their selling program. 

I could not tell you to what level in management that goes. Know- 
ing that earnings are a rather important factor in any man’s life, it 
might go to the level where the earnings are determined by the volume 
of sales. It might go just that far. It might be that the top execu- 
tives who are not necessarily as worried about a small item of lubri- 
cating oil sales in a particular group of outlets would have a far more 
fair outlook on the thing and might sincerely feel that their dealers 
should be permitted to buy as they wished. 

But by maintaining a system of commissions or a system of re- 
wards based on sales of products other than the gasoline, it is natural 
that the companies promote this sort of attitude on the part of their 
representatives, the ones who contact the dealers. 

Mr. Streep. We haven’t had any major oil company here admit yet 
that they have any such system or rewards for their salesmen at any 
level. Are you familiar with any cases where that is true? 

Mr. Beman. I don’t know of specific commission awards; no. 1 
know that men are rewarded with better jobs and with higher pay. 

I will put it this way. Very, very careful attention and detailed 
reports are made of the ratio of lubricating oil sales to gasoline sales 
in various outlets, and that reported ratio does not include our oil. 

What they want to know is how much of our oil, the gasoline com- 
pany gets a record on how much of their oil is sold in relation, what 
ratio it bears to the total volume of gasoline sold to that outlet, and 

where that ratio is low, there is criticism leveled at the sales super- 
visor. I don’t know of a direct economic commission system. 
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This gentleman reports that “a dealer told me today”—incidentally, 
we asked these men to fill them out at the time it took place. We have 
had reports over many years on this sort of thing, but knowing what 
memory will do to a situation like that, we asked our salesmen when 
they had an item to report, to keep the pad in your car, sit down and 
write it at that moment, so these are generally worded today or yester- 
(lay, or at least they are current reports. 


Dealer told me that Standard refused to renew lease recently because he was 
handling Pennzoil. After promising to discontinue Pennzoil, they finally agreed 
to renew his lease. He now plans to store Pennzoil in the trunk of his car. 

Fortunately, there is still some of that defiance. That is what ac- 
counts for the 35 percent of the stations that we sell to. We would 
not want you to think that we are losing any chance of selling oil. 
Fortunately, our salesmen tell a good story, too. 

But I happen to be familiar with this account. I know that he dis- 
played Pennzoil on a can rack which we loaned him for that purpose. 

Mr. Sreep. Would it be fair to assume that some of your salesmen 
may pass ideas on to local dealers, on how they could get around the 
oil-company salesmen ? 

Mr. Beman. I would not want to deny it. 

Mr. Roosevett. Mr. Beman, I don’t want to embarrass you, and if 
you feel you do not want to answer this question, that is perfectly all 
right, but I think it would be a little more specific as far as the record 
is concerned, if we can say that when you used the words the “blank 
oil companies,” that you are referring to 1 of the 5 majors or so-called 
5 majors. 

Mr. Beman. In every case. 

Mr. Roosrver. In every case? 

Mr. Beman. In every case; yes. We did not bother to include the 
reports on any other stations. Actually, there are not many. 

In other words, where an independent, where a gasoline company 
other than the 7 majors that we refer to on the Pacific coast, we would 
make it 7, when anyone else is referred to, we have reports, we just 
haven’t included them in the group with the ones which we think are 
pertinent. 

Mr. Roosrve.r. Would it be fair to say that the same practices in 
general refer to all rather than to just a few ? 

Mr. Beman. Yes; but I would have to compare with what Mr. 
Johnson said, that following the Standard Oil and Richfield decisions, 
or ——— have not been as tough, and I think it would be 

ogical. 

Their salesmen would naturally not be in as good a position to 
assert the power to cancel the dealer out and so forth, because the 
dealers who have heard of the case would have reason to believe that 
they would not be backed up by higher authority in that case. 

Mr. Roosevett. In your experience as sales manager, do you feel 
that the independent dealer, if he had recourse at law which was 
feasible for him to undertake, would be more active in protecting his 
own interest? I believe that Mr. Johnson made a specific recommen- 
dation that one of the things that we would consider would be to 
improve the remedy at law of the individual. 

Mr. Beman. I think he would, but I don’t think it would be neces- 


sary in many cases. This is a duel where all the weapons seem to be 
on one side. 
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The service-station lease is, generally speaking, such a unilateral 
instrument that all the weapons are on the other side. If the lease 
were of a more equitable nature, I am inclined to doubt that these prac- 
tices would be anywhere near as prevalent as they are now. 

I don’t think the dealers need it. They have a bluff. They have 
got a club in their hands then. What they need is something to 
equalize the power. 

Incidentally, if I could interrupt this reading, I might mention 
something in regard to these statistics. To sell 35 percent of all the 
retail deers in any market is I think pretty good. Weare not crying 
that we don’t have enough outlets. 

What bothers us is that if those 35 percent of all the gasoline dealers 
in the West could display our oil, we would have our tongues hanging 
out trying to supply them actually. 

It is not a matter of getting the outlets. While there are numerous 
dealers who want to buy and who do not, we still probably are hurt 
more, and the dealer is hurt more because he has signified that his 
desire to handle our merchandise by buying it from us is hurt more 
by his inability to display. 

Now, by all means, the majority of the 35-percent group are dealers 
who handle the product and handle it with the service-station super- 
visor aware that they handle it, but with the understanding that they 
are to keep it in the back room, in the cupboard, out of sight, no sign, 
no display, no evidence of its availability, so that the dealer will 
offering the product only to the man who insists upon it. 

As Mr. Johnson mentioned, we do secure for ourselves a fine origi- 
nal demand by reason of the excellent reputation in motorcar dealers. 
That is the story, and obviously we do our best, as you have suggested, 
to tell that story to dealers, that they will miss out on potential busi- 
ness because there are certain people who want to continue to use 
Pennzoil in their cars. 

Perhaps a man comes in, buys gasoline, he needs oil, he may buy 
that company’s oil when he finds Pennzoil is not available, but we 
try to convince the dealer that the next time he buys gas, he will go 
where he thinks Pennzoil is available. 

Mr. Roosrvett. Mr. Steed, do you have any more questions? 

Mr. Streep. No. 

Mr. Roosgevett. Mr. Sheehan? 

Mr. Sueenan. No questions. 

Mr. Rooseverr. Mr. Arnold? 

Mr. Arnotp. No questions. 

Mr. Roosrvetr. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Roosevert. Mr. Beman, if you haven’t any other particularly 
new points you would like to bring out, I think the committee per- 
haps will excuse you at this point, with our thanks and appreciation. 

he committee will recess now and go into executive session, and 
egnin I want to thank you and Mr. yohnsén very much for coming 
ere. 

Mr. Beman. Thank you very much for allowing us to talk to you. 

(Whereupon, at 3:30 p, m., the committee adjourned.) 
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APRIL 29, 1955. 
Hon. Harotp H. VELDE, 


House of Representatives, Washington, D. C. 


My Dear CoLLeacue: Thank you for your letter and the information which 
you have given to the committee regarding Mr. Thomas J. Grant, general mana- 
ger of the Red Diamond Battery Manufacturing Co., of Peoria, Ill. Mr. Grant’s 
comments coincided with much of the evidence already given to our subcom- 
mittee. 

I am happy to include your letter in the record as part of the testimony 
received by the committee, and I hope that if we reach a constructive legislative 
solution that we may discuss the matter with you further. 

With all best wishes. 

Sincerely yours, 


JAMES ROOSEVELT. 


House oF REPRESENTATIVES, 
Washington, D. C., April 22, 1955. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, Select Committee on Small Business, 
Old House Office Building, Washington, D. C. 

Dear Mr. RooseveLtt: While home during the Haster recess, I had occasion 
to talk with Mr. Thomas J. Grant, general manager of the Red Diamond Battery 
Manufacturing Co., 1415 North Adams Street, Peoria, Il. 

Mr. Grant was particularly interested in the work your committee is doing 
in the way of investigating complaints that service-station operators are being 
coerced by oil companies into carrying only certain lines of auto accessories. 

Mr. Grant pointed out to me that there are very few service stations which are 
permitted to display Red Diamond batteries at the point of sale, and in many 
cases are not even permitted to carry a stock of batteries other than those which 
are sold by the oil companies themselves. This, of course, puts the salesmen 
of Red Diamond batteries in a very bad position. Mr. Grant is of the opinion 
that the tactics practiced by these large oil companies will eventually result in 
only competition among themselves. 

He has also pointed out to me that even though there is legislation on the 
books preventing the forcing of service-station operators to buy their TBA line 
from the oil company with whom they do business, this law has never been 
enforced in this field of operation. 

Mr. Grant has asked that I pass along his thoughts to you and I would appre- 
ciate your including this letter in the record as part of the testimony now 
being heard by your committee. 

Sincerely yours, 


Harotp H. VELpE, 
Member of Congress. 


HaAroxp’s SoH10 SERVICE, 


Toledo, Ohio, June 2, 1955. 
Mr. Grorce L. ARNOLD, 


Old House Office Building, Washington, D. C. 


Dear Mr. ARNOLD: Please find enclosed a photostat copy of a Shell C station 
lease. This is an exact copy of a lease with the names blanked out as the man 
involved was afraid of repercussions. 

I thought the committee would be interested in how close the man is regu- 
lated and how easy the company could check him out. Now, if this man is an 
employee of the company, why should he have to invest any money, and if he 
is not why should they regulate him as they do? 
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I think as long as the man has to, and is foreed to if Shell so desires, hire 
help and pay the employers’ share of all taxes he could not be an employee of 
the Shell Oil Co. 7 

This is submitted so that I can back up my statement made before the com- 
mittee that there was leases with 24-hour cancellation clauses in them. 

Sincerely, 
HAROLD GRINDLE. 
SR 1771-1 (Rev. 1/53) 
Printed in U. 8. A. 


SERVICE STATION MANAGER’s AGREEMENT 


THIS AGREEMENT, dated 
PANY (herein called ‘“Shell’’), and 
of 

WITNESSETH : 

1. Employment: Shell hereby employs Manager, and Manager hereby accepts 
employment by Shell to operate Shell’s service station located at 


2. Consigned Products: Shell shall stock the station with “Shell” gasoline and 
such other products as Shell may elect to consign to Manager. Inventories of 
such consigned stocks shall be maintained in such quantities as Shell considers 
adequate for the proper operation of the station. Title to all products consigned 
to Manager shall remain in Shell until sold, and Manager shall sell such prod- 
ucts at prices fixed by Shell. Manager shall account to Shell for consigned 
products sold, in the following manner: At the time of each replacement delivery, 
Manager shall pay Shell in cash, on partial account for consigned products 
theretofore sold, an amount equal to Shell’s retail prices for the quantities of 
gasoline so delivered (less the commission specified below), and Shell’s dealer 
prices for the quantities of other consigned products so delivered, as such 
prices are in effect for each product or grade thereof and for the station at 
the time of such delivery. At the time the price of any consigned product is 
changed or Manager’s account as to any consigned product is closed out by 
termination of this Agreement or otherwise, an inventory of each such con- 
signed product shall be taken, and the difference between the quantity consigned 
and the quantity in stock shall be determined. If the price is increased, a 
credit memorandum shall be issued by Shell to Manager in an amount equal 
to such difference in quantities multiplied by the per-unit price increase. If 
the price is reduced, Manager shall pay Shell in cash an amount equal to such 
difference in quantities multiplied by the per-unit price decrease. If Manager’s ac- 
count as to the consigned product is being closed out, Manager shall pay Shell 
in cash Shell’s retail prices for such difference in quantities of gasolines (less 
the commission specified below), and Shell’s dealer prices for such difference in 
quantities of other consigned products. Such prices shall be those in effect for 
the respective products or grades thereof and for the station at the time of the 
inventory. 

3. Other Merchandise and Services: Manager shall have the right, for his own 
account: (a) to purchase from Shell or such other suppliers as Manager may 
choose, and sell at the station, such other items of merchandise as Shell may 
approve and (b) to perform such services at the station as Shell may approve, 
provided that Manager shall pay for such items of merchandise purchased from 
Shell, in cash at the time of delivery, Shell’s dealer prices therefor then in effect 
for the station; and provided that Manager shall not engage in automotive body 
work or major engine repairs at the station without Shell’s prior written 
approval. Manager shall obtain all licenses and permits which may be required, 
and pay all fees, taxes, and other charges which may be assessed or incurred, 
by reason of the transactions of such business by Manager for his own account. 

4. Compensation: As full compensation, subject to the payment of all sums 
payable by Manager hereunder: (a) Manager shall retain the following com- 
missions per gallon for the sale of consigned gasolines: 

Minimum 
Grade of gasoline: Commission Commission 
“Shell Premium” 
“Shell” 


provided, that at any time when Shell’s retail price for any grade of gasoline at 
the station is considered by Shell to be subnormal the above-specified commis- 
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sion for such grade may be reduced, but never below the minimum commission 
above-specified for such grade; and (b) Manager shall retain all profits made 
on the sale of other consigned products (after paying to Shell the amounts 
specified in article 2, all profits made from the sale of other merchandise pur- 
chased by Manager, and all receipts from approved services performed by 
Manager. 

5. Operation: Manager shall: (a) devote his full business time to the opera- 
tion of the station and use his best efforts to promote the sale of “Shell” prod- 
ucts; (b) comply strictly and fully with all of Shell’s instructions, rules, and 
regulations, and all Federal, State, and local laws, ordinances, and regulations, 
applicable to the operation of the station; (c) keep such records and make such 
reports as Shell may require; (d) employ, and pay all wages and salaries of, 
such assistants at the station as Shell may require and approve, and discharge 
any such assistant at Shell’s request; (e) pay for all supplies and small items 
of equipment required in connection with the operation of the station: (f) col- 
lect and pay, as directed, such taxes, fees, or charges as Shell may desire or be 
required to collect from or pass on to customers, either as a separate item or as 
part of the retail selling price, and which are not included in the prices specified 
in article 2; (g) withhold and pay over to Shell such employee taxes and contri- 
butions as Shell is or may be required by law to withhold on the compensation 
of Manager and his assistants; and (h) be solely responsible for all cash col- 
lected, shortages in consigned products, and loss or damage of property owned 
by Manager or his assistants. Manager shall have no authority to make any 
commitments whatsoever in the name or behalf of Shell; and any unauthorized 
credit extended by Manager shall be for the account and at the risk of Manager 
alone. 

6. Insurance—Indemnity: Manager shall carry at all times automotive bodily 
injury and property damage liability insurance covering such automotive equip- 
ment as he may utilize in the operation of the station, with minimum bodily 
injury limits of $10,000 per person and $20,000 per accident and a property dam- 
age limit of $10,000 per accident, and furnish Shell on request satisfactory evi- 
dence of such coverage. Manager shall indemnify Shell against all claims, suits, 
loss, and liability arising out of the operation of any such automotive equip- 
ment, or out of the performance at the station of any automotive body work or 
major engine repairs. 

7. Security: At Shell’s request, Manager shall furnish Shell satisfactory secu- 
rity for the performance of Manager’s obligations under this Agreement, which 
may include surety bonds covering Manager and any or all of his assistants. 
Shell shall have a lien on all equipment, merchandise, and other property owned 
by Manager at the station, to secure the performance of Manager's obligations 
hereunder; and in the event of any default by Manager in such performance, 
Shell shall have the right to enforce said lien in the same manner as permitted 
or provided by law for the enforcement of chattel mortgage liens. 

8. Termination: This Agreement and Manager’s employment hereunder shall 
continue until terminated by either Shell or Manager by giving twenty-four (24) 
hours’ notice to the other at any time. Upon any termination of this Agreement, 
Manager shall immediately account to Shell for all consigned products not pre- 
viously accounted for, as provided in article 2 hereof, and for all of Shell’s 
equipment and other property used by Manager at the station during the con- 
tinuance of this Agreement, including the equipment listed in attached Exhibit 
A, and shall pay Shell at current depreciated prices for any of such equipment 
or property which is not on hand at such time. 

9. Entirety—Execution: This Agreement is the entire contract, and merges or 
supersedes all other promises, representations, and understandings, with refer- 
ence to or in consideration of the subject matter hereof. Neither this Agree- 
ment nor any amendment or supplement thereto shall be binding on Shell unless 
and until it is signed in Shell’s behalf by a representative duly authorized by its 
Board of Directors, and a copy thereof so signed is delivered to Manager. 


In Witness Whereof, this Agreement is executed as of the date first herein 
written, 


SHELL Or COMPANY. 
Recommended by: 
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STANDARD OIL Co., 
(INCORPORATED IN KENTUCKY), 
Louisville, Ky., May 3, 1955. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, 
House Office Building, Washington, D. C. 


DEAR Mr. CONGRESSMAN: Your letter of April 20, addressed to the Standard 
Oil Co. (Kentucky) has been referred to me for response. We have not had a 
representative at the hearings of your honorable committee, because we did not 
know that this company was involved, but we have noted from the press that 
Mr. E. D. Horton, Jr., a former lessee, has injected the name of this company 
into the proceedings before your honorable committee. 

Our local paper, the Courier-Journal, carried Drew Pearson’s account of Mr. 
Horton’s testimony, in its issue of April 2, 1955, and, according to it, Mr. Horton 
read from a prepared statement in which certain charges were made against this 
company. Mr. Paul Ross, at the time a company salesman, was the individual 
named by Mr. Horton. 

Accordingly we enclose a sworn statement of Mr. Ross, in triplicate, and ask 
the committee to read it and make it part of the record. It is submitted that 
Mr. Ross’ statement answers and explains Mr. Horton’s charges. 

This company did not cancel its lease with Mr. Horton illegally or for the 
reason ascribed by Mr. Horton, to wit, that he refused to refrain from selling 
competitive products. Mr. Horton had sold competitive products during the 
entire period of his lease which ran about 2 years, and as a matter of fact a 
very substantial majority of this company’s dealers do the same thing and their 
leases are not canceled for such a reason. Today the operator who succeeded 
Mr. Horton sells Prestone the same as Mr. Horton did and no threat of cancel- 
lation has been offered him. 

It is obvious that some personal difficulties had arisen between the two men 
and that was one of the reasons behind the cancellation. As a matter of fact 
word came to Mr. Ross that Horton was going to give him a good “going over.” 

Also it is obvious that Mr. Horton did not run a first-class station. However, 
Mr. Ross’ affidavit outlines the facts as we understand them, and we believe is 
a complete answer to Mr. Horton’s charges. 

The sale of petroleum products is a highly competitive business, and it is 
not easy to operate service stations profitably. It takes careful, prudent man- 
agement and hard work. Unfortunately many operators lay the blame on sup- 
pliers rather than on poor operations. 

In conclusion we thank the committee for the privilege of filing this affidavit. 
The affidavit is in triplicate as is this letter, so that each member of the com- 
mittee may have a copy. 

All of which is respectfully submitted. 

CHAs. G. MIDDLETON, 
General Counsel. 


BEFORE THE SELECT COMMITTEE ON SMALL BUSINESS OF THE HousE OF REPRESENTA- 
TIVES OF THE UNITED STATE, Hon. JAMES ROOSEVELT, CHAIRMAN 


AFFIDAVIT OF PAUL ROSS (STANDARD OIL SALESMAN) 


The affiant, Paul Ross, being duly sworn, states that he makes this affidavit 
in response to the prepared statement of Ed Horton filed before this honorable 
committee. 

Affiant states at the time of the matters set forth in Horton’s affidavit he 
was the salesman for the Standard Oil Co. (Incorporated in Kentucky), herein- 
after referred to as “Standard”; that now he is special representatives of the 
same company. Affiant states that he has read the Horton statement and in 
response thereto makes the following replies and explanations: 

Affiant states that it is true that the Standard entered into a contract with 
Horton, dated May 13, 1950, under the terms of which Horton agreed to operate 
a service station belonging to the Standard in Manchester, Ga., said contract 
providing, among other things, paragraph 5 (b) that Horton “was to keep 
this filling station property, including restrooms and equipment, in clean, safe, 
and sanitary condition, inviting to the motoring public.” Affiant states that, as 
shown in the lease agreement, Horton agreed to pay as rent 1% cents per gallon 
on total gallons of all grades of gasoline delivered to the station during any 
calendar month. 
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Affiant states that the rental was subsequently changed, to wit, by a new 
lease agreement, dated April 1, 1951, under the terms of which Horton agreed to 
pay Standard $175 per month for each calendar month, plus one-eighth cent per 
gallon on all petroleum products purchased and received by lessee and stored 
in underground tanks during any calendar month. 

Affiant states it is not true, as stated in the Horton affidavit, that this change 
constituted an increase in rent. The company records show that the rent on 
the new basis figured less than what it would have amounted to under the old 
lease on actual gallons received and sold. 

Affiant states that the lease did not require Horton to sell Standard products 
only, and further states that within this affiant’s knowledge of the situation, 
which began, to wit, on the Ist day of July 1952, Horton sold competitive products, 
although this affiant, being at the time a salesman for Standard Oil products, 
endeavored in all legitimate ways to get Horton to sell Standard Oil products. 
Affiant states it is also true there was no mention of any TBA products in the 
lease, but again this affiant states that he endeavored in all proper ways to induce 
Horton to sell Standard’s TBA products. 

Affiant states that it is not correct that Horton carried a complete stock of 
Standard Oil tires, tubes, and batteries, because affiant states Horton only carried 
such tires, tubes, batteries, and accessories as he was able to finance. Affiant 
states that it is also true that at times the Standard extended credit terms to 
Horton, but in most instances the tires, tubes, batteries, and accessories were 
on ac. o. d. basis. Affiant states that the Horton affidavit admits that Horton 
only purchased 90 percent of his merchandise from Standard, leaving 10 percent 
purchased elsewhere. Affiant states that he has not the exact knowledge as to 
what percentage of other products Horton carried. He does state, however, 
that from the time of this affiant’s knowledge Horton carried competitive products 
and no cancellation was offered for that reason. 


Prestone 


Affiant states that a part of Horton’s affidavit deals with the article Prestone, 
an antifreeze preparation. This affiant states it is true that he asked Horton 
to move eans of Prestone out of his service-station window because the cans of 
Prestone were so stacked that the view in and out of the station was obstructed. 
Affiant states he did not order Horton not to sell Prestone, but he did ask Horton 
to move it from the window and to place some of it in the storage room of the 
station, and Horton objected to this because, he said, the storage room was foo 
dirty and had to be cleaned. Affiant states that Horton’s affidavit does not charge 
that his continuing to sell Prestone was the cause for the cancellation, and affiant 
further states on information and belief that the present lessee, Wilbur Callo- 
way, who succeeded Horton, continues to sell Prestone, as do over 50 percent 
of Standard’s dealers and lessees with whom this affiant is familiar. 

Affiant further states as a matter of fact that Standard lessees sell many 
competitive products in addition to Prestone, and their leases are not canceled 
on account thereof. Affiant states it is a fact that he has never recommended 
the cancellation of a lease on account of a lessee selling Prestone, or for that 
matter any other competitive product. 


The conversation of this affiant with Ed Horton 


Affiant states that he does not recall that the conversation between himself 
and Ed Horton took place on Thursday, October 23, 1952, at 3:15 p.m. Affiant 
states that he had numerous conversations with Horton, the general purport of 
which was this affiant was trying to get Horton to sell Standard products and 
to run a better service station, and he did say to Horton that, if Horton was 
 eenggaaan with the station and wanted to give it up, it would be all right with 
1m. 

Affiant also states that on several occasions he helped Mr. Horton clean up the 
station, removing soft drink bottles and even sweeping out the floor, urging Mr. 
Horton to run a cleaner station and one in accordance. with the other good sta- 
tions supplied by Standard. In other words, this affiant tried to help Horton 
improve his operation so as to make the same more inviting to customers. 

Affiant states that he made no notes of the conversations with Mr. Horton, 
because he did not deem them of sufficient importance. 


The tire changer 


. a facts in regard to the tire changer, as this affiant recalls them, are as 
ollows: 
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Affiant states that it is true he tried to induce Horton to buy a Coates Iron 
Tireman, and it is also true that Horton agreed to buy one, but it turned out 
Horton bought a Miller-Henderson tire changer, and this affiant saw the same 
at the station, but it is not true that he requested Horton to cancel the order 
and send it back. Affiant states that the order had already been filled and pre- 
sumably could no have been canceled. This affiant did call Horton’s attention 
to the fact that he could have saved something like $50 had he bought a Coates 
Iron Tireman. 

This affiant states it is also true that he took Mr. and Mrs. Horton out for 
dinner, and he says it is true that he was endeavoring to get Mrs. Horton to use 
her good offices in an effort to have Horton operate a better station, and Mrs. 
Horton agreed to talk to Horton about the matter. Affiant states that it was a 
perfectly friendly dinner party, and everybody left in a good humor. 

Affiant states that it is not true that he demanded that Horton place “a huge 
order every time the salesman came around.” Affiant states that Horton was not 
financially situated so he could afford to place a huge order and that affiant knew 
it and governed himself accordingly. He did try to sell Horton what he thought 
Horton could resell at a profit. Affiant states he did not tell Horton that he 
(Horton) had a quota which he had to meet. 


















Cancellation 

Affiant states it is true that Horton’s lease was canceled effective January 31, 
1953, and Horton was checked out on January 24, 1953, according to agreement. 
Affiant states that at the time Horton was checked out he and his attorney and his 
father-in-law came to the station and a careful inventory was made, and Horton’s 
successor, Calloway, took over said inventory and gave Horton a check therefor. 

Affiant states that it is not true that all of the merchandise and equipment 
in the station which had not been purchased from the Standard Oil Co. had to 
be removed to Horton’s house and peddled out the best way he could. Affiant 
states on agreement between Horton and Calloway some $900 of products and 
equipment not sold by Standard were taken over by Calloway and Calloway 
paid Horton therefor. 
















Reason for cancellation 

Affiant states that under the lease Horton was obligated to run a station up 
to the standards set by usual Standard Oil stations, and Horton did not do so. 
Horton himself in his own statement recognizes that he was obligated to run 
a desirable station, and affiant states that Horton’s failure to do so was the 
real reason for canceling, that Horton was not cooperative and failed to main- 
tain the proper kind of a Standard Oil service station. Affiant visited the station 
approximately once every 2 weeks, and on several occasions, as hereinabove set 
forth, he personally helped in cleaning up the station. 

Affiant states that one of the reasons for the poor operation was the fact that 
Horton refused to employ an adequate amount of help and that was one of the 
reasons presumably that this affiant on the occasions mentioned found Horton's 
station in a dirty and uninviting condition, 

















Conclusion 

Affiant states again that Horton’s lease was not canceled because Horton sold 
competitive products, and that he has never canceled a lease for that reason, as 
it was positively against instructions and company policy. Naturally affiant 
pushed Standard Oil products, but if he were unsuccessful in getting a lessee 
to sell them, he never canceled any lease for such a reason. 







PAUL Ross. 
Subscribed to and sworn to before me by Paul Ross this 3d day of May 1955. 
My commission expires March 8, 1958. 


[SEAL] ALICE JACKSON, 
Notary Public, Jefferson County, Ky. 









Marcu 25, 1955. 
STATEMENT OF ConRAD IppoLiTo, Marcon 25, 1955 







My brother, Joseph, and myself first started selling Amoco products at 
3893 Delaware in April 1947. This was an old-type station at the junction of 
Delaware Avenue and Delaware Road. In September of 1952 I moved to the 
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new Amoco station immediately adjoining the old location. Up to that time 
and until July 1954 our lease was automatically renewed annually. 

In 1954 the American Oil Co. bought out the Goetz Oil Co., who had previously 
supplied me with their products. From that time on the lease ran only 6 
months. About July 1954 their salesman and district manager began complain- 
ing about the utility trailers which I rent as part of my business, and ordered 
me to keep them off the premises. Inasmuch as I had conducted the trailer- 
rental business for 6 years prior to the order, I saw no reason to give up a 
profitable part of my business. 

They also complained about a truck which I allowed to park on the far 
end of my driveway, which in no way interferred with use of the drive- 
way, which is about 150 by 100 feet. Both the trailers and the parking were 
bringing in gas and oil business. 

They also insisted that I and my men should wear their official Amoco 
uniforms, which would cost about $5 more and would not be as practical for 
our business as coveralls, which we now use and which do have the Amoco 
emblem, and we did wear the Amoco caps. 

They insisted that I discontinue handling “foreign products,’ such as Good- 
year tires for which I had an “A” deal, which gave me more profit than I 
could make handling Amoco tires. I had considerable money already invested 
in advertising Goodyear tires, which investment was a complete loss as I com- 
plied with their demand. All other products, such as Bowers Batteries, Casite 
CD-2, were also taboo and was forbidden to advertise them. 

When I refused to give up the trailer business they began to criticize my 
housekeeping, which for 6 years had been satisfactory and I was doing the job 
just as well as before. 

When I took over the station it had been closed for several months and the 
most it had done under previous operators was about 5,000 gallons per month. 
In 1954 we sold 227,325 gallons. Oil sales were in good proportion. 

Nevertheless, on March 14, 1955, I received a notice of cancellation of our 
lease which I herewith attach. 

Because of the difficulties.which we have had with the Amoco Co. we 
decided to build a gas station on Military Road. It was our intention to con- 
tinue operation of our Amoco station, but did not wish to “put all our eggs 
in one basket,” so we arranged to have Texaco in the new station. The sales- 
man asked us why we didn’t put Amoco in our new station and took the atti- 
































L 
. tude that to sell another brand showed a lack of loyalty to-Amoco. We do not 
‘ know whether or not that this alleged disloyalty is a contributing factor in 
1 the cancellation of the lease. 
t C. J. Ippo.riro. 
‘ Sworn to and acknowledged before me this 16th day of April 1955. 
| ‘ ELTon B. CARMER, 
's Notary Public, State of New York. 
My commission expires March 30, 1957. 
ld 
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AMERICAN Ott Co., 


Albany, N. Y., March 14, 1955. 
Registered letter, return receipt requested. 


Re service station No. 165, Delaware Avenue and Delaware Road, Tonawanda, 
NN, 3s 
Mr. ConrapD IPPOLITO, 
Buffalo, N.Y. 


Dear Mr. Ipporiro: This is to advise that we hereby exercise our option, as 
contained in the third paragraph of the form 342: Lease, dated September 17, 
1954, in effect between us, to terminate said lease effective with the close of 
business March 31, 1955. We shall also consider to be terminated, effective 
same date, the forms 96-S, 461, and 461-C, also entered into with you on 
September 17, 1954. 

May we take this opportunity to express our appreciation for the business 
with which you have favored us in the past. 

Very truly yours, 


R. W. REt1ty, 
Division Manger. 


AMERICAN Ot Co., 


Albany, N. Y., November 19, 1954. 
Registered letter, return receipt requested. 


Re service station No. 165, Delaware Avenue at Delaware Road, Tonawanda, 
N, Y. 
Mr. ConrAp J. [pporito, 
Tonawanda, N.Y. 


Dear Sir: We are pleased to attach hereto executed copy of each of the follow- 
ing papers covering your operation of the subject service station: 
342: Lease 
96-S : Equipment audit 
461: Dealer agreement 
461-—C : Dealer contract 


May we extend our best wishes to you for a very successful future. 
Very truly yours, 


R. W. ReErrty, 
Division Manager. 


LEASE 


S. S. No. 165, Buffalo, B/P 


This lease, made this 17th day of Sept. 1954, by and between The American Oil 
Company, a Maryland corporation (hereinafter called “Lessor’”) and Conrad 
Ippolito of 88 McConkey Drive, Kenmore 17, N. Y. (hereinafter called “Lessee”’) : 

WITNESSETH : In consideration of the mutual covenants and agreements here- 
inafter set forth, Lessor hereby leases to Lessee that certain gasoline service 
station located at Delaware Avenue at Delaware Road in the City of Tonawanda, 
County of Erie, State of New York, together with the improvements thereon 
and all the equipment and apparatus used in connection with the gasoline service 
station located on said premises, including specifically the equipment listed on 
Form 96—-S dated Sept. 17, 1954, attached hereto and made a part hereof. 

To have and to hold for a term of six (6) months beginning on the ist day 
of Oct. 1954, and thereafter for consecutive terms of six (6) months each, sub- 
ject to termination by either party at the end of any six-month term upon ten 
(10) days’ prior written notice to the other. It is further understood and agreed 
that if lessor is not the owner of the premises herein demised then the within 
lease and the estate created hereby are subject to all of the terms, provisions, and 
conditions of the lease or other arrangement under which the lessor has been occu- 
pying said premises, and if for any reason whatsoever, and with or without the 
consent of Lessor, Lessor’s tenancy is cancelled, terminated, or surrendered, then 
the within lease shall be automatically terminated and cancelled without further 
act of either of the parties hereto and without any liability on the part of Lessor. 

The demised premises shall be used solely for the purposes of a gasoline service 
Station and for the sale of automobile supplies and accessories. All taxes 
(except real estate taxes and assessments), license, or other charges which may 
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be assessed against the premises or in connection with the business conducted 
thereon, shall be paid by the Lessee. 

Lessee agrees to pay Lessor, as rent for said premises, an amount equivalent 
to one and one-half cents (1.5 cents) per gallon on all gasoline and/or motor 
fuel delivered to said premises for resale, payable at the time of delivery; pro- 
vided, however, that the rental so paid during any month shall not be less than 
a minimum rental of Two Hundred Fifty Dollars ($250.00) and if the gallonage 
rental is less than such minimum rental the difference shall be paid on or before 
the 10th day of the following month. Lessor: shall have access to Lessee’s 
records for the purpose of determining the rent payable hereunder. Lessee 
shall give to Lessor en or before the 10th day of each month a statement show- 
ing all deliveries of gasoline and/or motor fuel delivered to said premises for 
resale during the preceding month and shall give Lessor access to its books and 
records and permit Lessor to take pump meter readings at reasonable intervals 
in order to check the accuracy of said statements. 

And it is further agreed that if Lessee. shall make default in the payment of 
the rent reserved hereunder or any part thereof, or in the event of breach 
of any of. the covenants or agreements herein contained, to be kept by the 
Lessee, or in the event of the bankruptcy or insolvency of the Lessee, or in 
the event of the condemnation of the whole-or any part of the demised premises, 
or in the event, Lessee abandons the premises, Lessor may terminate this lease 
by giving Lessee written notice of its intention so to do and the Lessor shall have 
the right to re-enter the demised premises either with or without process of law, 
and remove all persons and property therefrom either by summary dispossess 
proceedings or by any suitable action or proceeding at law or by force or other- 
wise without being liable to indictment, prosecution, or damage therefor. The 
premises shall be deemed abandoned if during any period of twenty-four (24) 
consecutive hours the said gasoline service station is not open for the sale of 
gasoline or motor fuel. Notice hereunder shall be deemed to have been given 
when delivered to the Lessee personally or when left at the demised premises or 
when mailed United States registered mail, addressed to the Lessee at the de- 
mised premises. Lessee hereby waives any right or imterest in any condemna- 
tion award. 

And it is further understood and agreed that the*waiver by Lessor of any 
breach or default in the performance by Lessee of any of the terms, covenants, 
conditions, or provisions hereof on the part of the Lessee to be done and per- 
formed hereunder shall’be limited to the particular breach or default and shall 
not be deemed or construed as a waiver of any subsequent or continuing breach 
or default of the same terms, covenants, conditions, and provisions hereof. 

This agreement embodies the entire arrangement between the parties hereto 
relative to the subject matter hereof and shall not be modified, changed, or 
altered in any respect except in writing signed by each of the parties hereto. 

This lease shall be binding upon Lessor only when duly signed on its behalf 
by its Vice President. 

The terms and conditions on the back hereof are a part of this contract. 

As witness the signatures of the parties hereto the day and year first above 
written. 

THE AMERICAN Orn COMPANY, 
By M. B. Schwartz, Vice President. 
Conrap J. IPPOLITo. 

Attest : H, LEASE. 

Witness : Geo. J. STEPHAN, Jr. 

Lessee agrees to keep the premises and equipment in good order and repair, 
and Lessee aSsumes and agrees to be responsible for full and exclusive control 
of premises and equipment thereon, and agrees to indemnify and save Lessor 
harmless from and against any and all claims, suits, actions, damages, and/or 
causes of action for any personal injury, loss of life and/or damage to property 
sustained in or about the leased premises or the buildings or improvements 
thereon, or the appurtenances thereto, or upon the adjacent sidewalks and 
streets, during the term of this lease, and from and against all costs, counsel 
fees, expenses, and liabilities incurred in’and about any such claims, the investi- 
gation thereof, or the defense of any action or proceeding brought thereon, and 
from and against any orders, judgments, and/or decrees that may be entered 
therein. 
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Lessee hereby covenants and agrees to pay the rent as aforesaid, to assume 
and pay all bills and charges for electricity, gas, and water used upon the premises 
and all other charges incident to the conduct of Lessee’s business upon the 
premises, and to comply with all rules and regulations of the public authorities 
relative to the use of said premises. Lessee agrees to replace at his own cost 
and expense any equipment which may be lost, stolen, broken, or otherwise de- 
stroyed through no fault of Lessor and not do or permit anything to be done 
on or about said property which will inerease the rates of insurance thereon. 
Lessee agrees that it will not make any structural alteration nor erect or place 
or permit to be erected or placed upon the demised premises any building, sign, 
sign structure, fixture or other form of appurtenance without first having secured 
in writing the approval of Lessor’s Division Engineer as to the plans, specifica- 
tions, size, and location thereof, and the manner by which such structures, 
fixtures, or appurtenances are to be attached to or placed upon the demised 
premises. Lessee agrees that upon the expiration or termination of this lease, 
the premises and the buildings and equipment thereon shall be surrendered 
forthwith to Lessor in as good condition as at the date hereof, reasonable wear 
and tear excepted. Lessee shall not assign this lease or sublet any portion of 
the demised premises without the prior written consent of Lessor. 


EQUIPMENT 


This Lease, as of its effective date, supersedes and cancels the Lease dated 
October Ist, 1952, between Goetz Oil Corporation and the Lessee for the premises 
covered hereby. 
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Porny 4¢1—1i/50)—80 to Pad 


PRODUCTS AND 
DURATION OF 
CONTRACT: 


TAXES, ete.: 


FORCE 
MAJEURE: 


ENTIRETY OF 
CONTRACT: 


WITNESS: 


APPROVED: 


DEALER AGREEMENT 


THE AMERICAN OIL COMPANY, a Maryland Corporation, hereinafter called AMERICAN, hereby 


contracts with Cosnrad Tppelite 
of & Setenkey Drive, Lengua ts: 27, haw York, hereinafter called DEALER, as follows: 


1. AMERICAN does hereby agree to sell to DEALER, and DEALER does hereby agree to purchase fm 
AMERICAN, AMOCO-GAS, AMERICAN GAS and other brands of gasoline and motor fuel marketed by 
AMERICAN at the time and place of delivery hereunder, and AMERICAN’S lubricating oils, greases, kero- 


sene and other petrolgum products, and motor alcohol and anti-freeze preparations, for resale upon the premises of 
DEALER at No.g® Toxevaads , State of Baw York , during 


) period ORE be ginning Lek ie. HOY  reremcmmeRe 
‘ ; shop ' ones ad ; ; ‘ 


to rem sie 


tC: . ; oh KMERACAN, for AMOCO-GAS, 
AME RIC “AN GAS and “other brands of gasoline and motor ¢ fuel supplied Teeesied the full posted tank wagon 
price of AMERICAN as established by AMERICAN from time to time for purchases by dealers at the time 
and place of each delivery for the particular product supplied hereunder. 


LUBRICATING OILS, GREASES, MOTOR ALCOHOL and ANTI-FREEZE PREPARATIONS: DEAL- 
ER agrees to pay AMERICAN the full posted dealer price as established by AMERICAN at the time and place 
of each delivery for the lubricating oils, greases, and other petroleum products, and motor alcohol and anti-freeze 
Preparations supplied hereunder. 


KEROSENE: DEALER agrees to pay AMERICAN the posted tank wagon price as established by 
AMERICAN from time to time at the time and place of each delivery for the kerosene supplied hereunder 


3. DEALER agrees to assume and pay to AMERICAN all taxes, duties and other charges with respect 
to the manufacture, sale, delivery or use of said products, which AMERICAN may be required to pay or 
collect under any municipal, state or federal law now in effect or hereafter enacted. All such taxes, duties and 
other charges shall be paid by DEALER to AMERICAN at the time of payment for products supplied here- 
under and shall be added to. invoices therefor. 


4. DEALER agrees to pay for the products supplied hereunder in cash at time of delivery. If AMERICAN 
shall extend credit to DEALER, AMERICAN reserves the right to withdraw such credit at any time, and 
demand cash payments on delivery. 


5. AMERICAN agrees to make deliveries of the products purchased by DEALER hereunder with reason 
able promptness, but AMERICAN shall not be liable for any delay or failure to deliver due to acts of God, 
fire, accidents, strikes, riots, interruptions or delays in transportation, orders of the President of the United 
States or of any governmental agency, failure to obtain from normal and usual sources, either partially or 
totally, the products above described or the crude- materials from which they are obtained, or any other cause 
beyond the control of AMERICAN or its affiliated companies. 


6. This agreement, which includes Paragraphs 7, 8 and 9 on the reverse side hereof, embodies all arrange- 
ments between the parties hereto relative to the subject matter hereof and shall not be modified, changed or 
altered in any respect except in writing signed by DEALER and by AMERICAN; and shall be binding upon 
and inure to the benefit of the heirs, personal representatives, successors and assigns of the parties hereto. 


DATED abn Lanntsassuidey 06 es 


THE AMERICAN OIL ee 





SUSPENSION OF 
DELIVERIES; 


CANCELLATION: 


EQUIPMENT: 
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7, failure or refusal by DEALER to com ith the requirements hereof AMERICAN &hall- 
have the right to suspend deliveries pending such failure or Petusal, or AMERICAN may terminate this agree~ 
ment. The suspension or termination of this agreement because of the failure of the DEALER to perform any 
of the agreements herein contained shall not in anywise prejudice AMERICAN’S other rights hereunder. 


8. It is agreed that AMERICAN shall have the right, at its option, to cancel this agreement at any time 
by giving DEALER ten (10) days’ prior written notice of its election so to do. 


9. AMERICAN agrees to lend to DEALER the following equipment now installed and to be maintained 
upon the aforesaid premises of DEALER, subject to the following terms and conditions: 


(a) That the said equipment and facilities shall be used solely in connection with the storage, handling 
and/or sale of petroleum products purchased from AMERICAN. 


-(b) That said equipment and facilities and all i connected therewith shall at all times be and 
remain the property of AMERICAN, and DEALER will not damage, encumber or remove said equipment or 
do any act or thing whereby the title of AMERICAN thereto may be prejudiced or affected in any way. 


(c) That DEALER will maintain said equipment and facilities in good condition at his own expense 
and shall pay all licenses, taxes or other charges assessed or levied upon said equipment or upon the use thereof 


(d) That AMERICAN may remove all or any part of said equipment and facilities.at any time following 


any breach of or termination of this contract upon written notice to DEALER of any such breach or termi- 
nation. After such notice is given, AMERICAN may enter at any time upon the premises and remove and 


retake all the equipment, with or without legal aid, and shall not be responsible for any loss, damage and/or 
injury occasioned by such removal. 


(e) That DEALER shall indemnify and save harmless AMERICAN, its successors and assigns, of and 
from any and all liability or claims for loss, damage or injury to persons or property (including, but not by 
way of limitation, DEALER, his agents, servants, employees and representatives, or the property of any of 
them), caused or occasioned by the use of said equipment of by the leakage, fire or explosion of any product 
stored in or contained in or drawn through said equipment and facilities, or otherwise, whether due to imper- 
fection in said equipment and facilities or any part thereof, latent or patent, or to any fault in the installation 
thereof, whether the same arises from negligence or otherwise. It is understood that AMERICAN makes no 
warranty whatsoever as to the condition or fitness for use of the equipment and facilities covered hereunder. 


(f) The foregoing terms and conditions shall be applicable to any additional or substituted equipmient 
which may be loaned by AMERICAN to DEALER for use upon the aforesaid premises. 


LANDLORD'S CONSENT 


The undersigned, owner of the premises referred to in the foregoing contract, hereby agrees for himself, 
his heirs, personal representatives, successors and assigns, that all equipment and facilities or any and all parts 
thereof and equipment used in connection therewith, heretofore or hereafter installed upon the said premnes 
by THE AMERICAN OIL COMPANY or acquired by said COMPANY from any predecessor in title, shall 
at all times be deemed personal property and may be removed by THE AMERICAN OIL COMPANY, its 
successors or assigns, or its or their representatives at any time without notice to the undersigned, the under- 
signed hereby waiving all right to levy or distrain thereon for rent or otherwise. 


WITNESS: 


Ownere 


Address 
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Fromm 461-c 1/s2 PURCEESE OF CREDIT ACCOUNTS 


DEALER CONTRACT 


THIS AGREEMENT, made this... 7_.._day of A Sy ny I9ADY, by and 
between THE AMERICAN OIL COMPANY, herein referred to 2s “AMERICAN,” anj..._Commed Typelite, 


Ralewre Ave. ot lees BM. ee ee Senmmuniia State of 


ete tt herein referred to a8 “DEALER”; 


WITNESSETH: 


WHEREAS, AMERICAN has issued credit identification cards to certain persong having’ recognized credit stand- 
ing, and DEALER wishes to sell on credit to the holders of such cards; 


NOW, THEREFORE, IT IS AGREED AS FOLLOWS: 


1. AMERICAN will pay, or, at AMERICAN'’S option, credit DEALER with the price at which DEALER sells 
AMERICAN'’S branded products and such other merchandise and services as AMERICAN may from {ime to time desig- 
mate, upon presentation to AMERICAN of properly authenticated delivery ticket for same and an assignment of DEAL- 
ER’S account therefor with DEALER'S customer.’ Payment of or credit for such delivery tickets will be made only if 
sales have been made pursuant to all the terms and conditions of this contract and the terms and conditions of said credit 
identification card, and if they are presented within ten (10) days of date of sale, properly completed and accompanied 
by proper assignment. Delivery tickets must show name and address of DEALER and his customer, the date of sale, the 
kind and quantity of merchandise sold and services rendered, the prices charged by DEALER, number of customer's credit 
card, license number of motor vehicle (boat) supplied or serviced, an itemized statement of the products supplied and 
services rendered, and must be signed by the registered holder of the credit card. AMERICAN reserves the right to reject 
or to reassign to DEALER and charge the account of DEALER with the amount of any delivery tickets not meeting the 
foregoing requirements, or which are made out after expiration date of the credit card, or after notification to DEALER 
of AMERICAN'’S revocation of the credit card, or which cover sales not proved to AMERICAN’S satisfaction, or which 
are not free from offset, dispute or other objection, and DEALER agrees to reimburse AMERICAN for any delivery 


tickets reassigned by it. Any failure on AMERICAN’S part to require strict performance of the above conditions shall 
not be deemed a waiver thereof. 


2. The duration of this agreement is limited to the terms and renewal periods of 2 separate contract under which 
DEALER purchases AMERICAN'’S branded ptoducts for resale at the premises above mentioned, and this agreement may 
be terminated by either party immediately upon written notice to the other. 


3. This agreement cancels and supersedes all prior agreements and understandings between the parties hereto 
pertaining to the handling of charge accounts. 


IN WITNESS WHEREOP, the parties hereto have caused these presents to be executed the day and year aforesaid. 


The AMERICAN OfL COMPANY 
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STATEMENT OF LARRY Moore, CHARLOTTE, N. C., BeroRE THE SELECT COMMITTEE ON 
SMALL BUSINESS OF THE HousE OF REPRESENTATIVES OF THE UNITED STATES 


I operate a Shell service station with my brother, Jake Moore. This service 
station is located at 915 Providence Road, Charlotte, N. C. We have been doing 
business at this place for approximately 4 months. 

About December 1, 1954, I was selling regular gas at 31.4 and premium gas 
at 34.6. <A representative of the Shell Oil Co., Toy Lathan, and the district 
manager, Mr. Adkins, Shell Oil Co., called on me and they suggested that I 
reduce my price of regular gas to 29.9 and offered me a temporary discount of 
1.3 cents per gallon. My reply to this was that I saw no reason for doing this 
as I was selling plenty of gas and there was no price cutting going on in my 
area. They were not pleased with my reaction, but continued their negotia- 
tions stating that if I would go along with them on this price cut that they 
would reduce my rent on the station which would be at $380 per month beginning 
with the sixth month of my lease. I figure $50 per month, provided I would go 
along with them on their price cuts. This I again refused to do. They then 
appeared to be quite irritated and pointed to a sign which their own service 
man had painted for me which gave my name and my brother’s name and was 
erected on the eaves of the service station. They stated that this was absolutely 
against the rules and it appeared that I was going to give them too much trouble 
and perhaps they would have to get somebody else to take this lease over. They 
left in a rather bad mood, and I had not agreed to any reduction in price. 

The next day, Mr. Lathan came back after letting me think about their closing 
remarks for about 24 hours. Naturally, I was somewhat disturbed about the 
threats that had been made, and after some talk I agreed to go along in a reduc- 
tion in price to 29.9 on the regular gas, and they agreed to give me a temporary 
voluntary discount of 1.3 cents per gallon. On January 27, Mr. Lathan called 
on me again. At this time he wanted me to reduce my price to 249 As an 
inducement he offered me a temporary voluntary allowance of 5.3 cents per 
gallon. I still did not want to reduce my price because my gallonage was good 
at the price I was selling at_and I did not want to be a party to a ruinous gas 
war. After some persuasion, I agreed to go along. On Monday following, which 
was January 31, 1955, I called Shell Oil Co. and ordered some gas. I talked 
with Mr. Arey. I asked what my temporary allowance was going to be and he 
said 5.3. I told him that I knew that people were getting 6.3 and named him 
James R. Purser on Central Avenue, who was getting that allowance right now, 
but he stated that the competitive situation in my area did not justify such a 
temporary discount. However, after receiving my gas at the 5.3 temporary 
discount, I lowered my price to 22.9, because in the area that seemed to be the 
prevailing price at that time. I had a call almost immediately from Mr. Arey 
telling me that I could not sell gas at that price, but that I was jeopardizing my 
temporary allowance altogether and was told that this thing was getting out of 
hand and that it looked like he was going to have to take me or my brother to 
the Ming Tree and have a heart-to-heart talk with us. This I construed to mean 
that they are planning to take away our right to sell Shell gas. 

I have seen an invoice of James R. Purser dated the same day that I received 
my gas. The Purser invoice shows the temporary and voluntary allowance of 
6.3 cents. Mine showed only 5.3. On the telephone, Mr. Arey called and threat- 
ened to take away my discount allowance entirely if I did not put my price back 
up to 24.9. My reply was that if I had to do it, of course, I would do it, but 
before I did I was going to consult someone else and find out what my rights 
were. I had hardly hung up the telephone before he called back again and told 
me to hold everything, he’d call me back in a minute; and he called me back 
shortly thereafter and said to go on and do the best I could. 

Several days after my conversation with Mr. Arey previously referred to, and 
on the 12th day of February 1955, Mr. Ed McCoy, an independent gasoline dealer 
in Charlotte, called me and asked if I would sell him some regular gasoline at 
the price of 18.9 cents per gallon. This was about 1 cent above the then pre- 
vailing wholesale price that I was_paying to the Shell Oil Co. It was.a common 
practice at that particular time for dealers in branded gasoline to sell in tank- 
load quantities to independent dealers and dealers from other areas who were 
hot participating in the Charlotte gasoline price war. I, therefore, agreed to 
sell Mr. McCoy approximately 5,000 gallons of regular gasoline at the price of 
18.9 cents per gallon. On the night of February 12, 1955, Mr. McCoy sent his 
tank truck to my station, and I delivered to him all of the regular gasoline I had. 
Immediately after the McCoy truck pulled away from my station, Mr. Adkins. 
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the Shell Oil Co. district manager, came to the station and told me that a friend 
of his had called and told him that I was selling gasoline to McCoy. Mr. Adkins 
was very angry. He proceeded to talk to me in angry terms for about 20 minutes, 
berating me for selling gasoline to an independent dealer. I reminded him 
that my contract with the Shell Oil Co. contained no provision prohibiting. such 
a practice. 1 further told him that I saw nothing wrong with selling gasoline 
to any customer whether he purchased 10 gallons or a tank load. Mr. Adkins 
then said, “You are defeating the whole purpose of the gas war.” He made 
this statement to me 3 or 4 times. I asked him exactly what the purpose of 
the gas war was. He refused to further explain. This particular conversation 
ended by Mr. Adkins saying that he was “going to do something about it.” 

Inasmuch as we had sold our entire supply of regular gasoline on Saturday 
night to MeCoy, we had only premium gasoline for sale on Sunday, February 
13. On the night of February 13, I called Mr. Guion, the Shell Oil Co. dis- 
pateher, at his home and ordered another full load of regular gasoline. Mr. 
Guion said that he would check on the price and he agreed to deliver the gasoline 
to us the next day. 

At that time, several Shell gasoline dealers were getting a voluntary discount 
of 83 cents per gallon. We were only getting a discount of 6.3 cents per gallon. 
On Monday morning, February 14, 1955, my brother and I had discussed the 
matter and had decided to ask for the 8.3-cent discount that other Shell dealers 
were getting on the load that I had ordered the night before. I called Mr. 
Arey. the area salesman for the Shell Oil Co., and asked him if we could get 
the full discount of 8.3 cents on the load that I had ordered on Sunday night. 
Mr. Arey refused to give us the $3 discount, so I asked him then to send us a 
small load of something less than 1,000 gallons at the 6.3-cent discount. Mr. 
Arey said that he did not know when they could get a truck to deliver that small 
a load, but that he would do the best he could. Later in the day on Monday, 
the gasoline still had not arrived and since we were in need of it, I called Mr. 
Arey again and asked him why we had not received the gas. He then told me that 
he vould only deliver a full load, and at a discount of 6.3 cents. I then told 
him that I would have to get the same discount that other dealers were getting, 
otherwise he would have to cancel the order. He made no comment at that time; 
however, he called back within a few minutes and agreed to give us the 83 
discount on a full load of gasoline. Delivery was made and for the remainder 
of the gasoline price war we did receive gasoline at a discount of 8.3 cents. 


STATEMENT OF WALTER F. PAWLOWSKI AND MATTHEW KAWALSKI OPERATORS OF 
Watt & Matt ATLANTIC SERVICE, GENESEE, CORNER BAILEY, BUFFALO, N, Y. 


We took over the station on June 23, 1952, after reply to advertisement in 
newspaper. Mr. Kline, salesman for Atlantic, spoke of the potential of the sta- 
tion stating that previous dealers were not ambitious enough. He stated that 
$4,000 capital was needed and they financed about $1,500 for equipment, gas and 
oil which we paid off in 18 months. Our $4,000 was also borrowed so we started 
$5,800 in the red. 

The company stated the station was then selling 9,000 gallons per month but 
would not show us any figures until after we had signed. 

We followed their merchandising suggestions including direct mail advertis- 
ing and red stamps. On their suggestion we hired extra manpower. We still 
employ extra help for rush hours and relief and continue to give the red 
stamps. We tried and then discontinued theater tickets as too costly and be- 
cause they sometimes became a source of ill will 

During the course of our occupancy we have been pressured to make house- 
to-house canyases using household lubricant as a giveaway, we to pay them 
for the product at the rate of 17 cents per can which we refused to do. 

We have run spring changeover specials and circularized our neighborhood 
which did not bring in any new faces. 

Several times Mr. Kline and Mr. Van Nortwide suggested that we should 
reduce our price below that of our competitors but this we refused to do be- 
cause we did not want to start a price war. 

In short when we thought their suggestions were good we followed their 
advice and when we thought it would cost more than it would produce we 
followed our own best judgment. In doing so we increased the gallonage from 
9,000 per month to 18,000 with peak months hitting as high as 24,000. 

We operate from 7 a. m. to 11 p. m. but close on Sundays at 6 p. m. as does 


a Atlantic station while sume other stations are closed Sunday 
all day. 
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Despite this doubling of gallonage and the fact that we made good while 
our predecessors failed, the company continues to pressure us to hire more help, 
give away our profit and do many things which we do not believe sound business 
practice would warrant. Culminating in two letters which ordered us to comply 
with their recommendations within 15 days or suffer cancellation of our lease. 

We do not think that such pressures and threats are in keeping with the idea 
of service station operators being independent businessmen and therefore urge 
the Small Business Committee to investigate the domination of service station 
operators by their suppliers with a view to curbing such practices by enforce- 
ment of existing law or by enacting better laws if necessary. 


WaALTerR F. PAWLOWSKI. 
MATTHEW W. KAWALSKI. 


Sworn to and acknowledged before me this 16th day of April 1955. 


Eton B. CaRMER, 
Notary Public, State of New York. 

My commission expires March 30, 1957. 

Notre.—The Walt & Matt Atlantic Station is the station pictured in the article 
from the National Petroleum News, previously submitted. It was 1 of the 8 
opened October 21, 1950, as shown in the newspaper ad also submitted. Walt 
and Matt are the third set of proprietors since that date. The company letter 
threatening cancellation of their lease was admitted in evidence in my testimony. 


WALTER F. FAXLANGER. 


Marcu 20, 1955. 


STATEMENT OF FRANK DeGLOPPER, 20 RusPiIN Roap, Burravo 15, N. Y. 


I started to work for the Atlantic Refining Co. in March 1946 as a tank-truck 
chauffeur. About a year and a half later I became a pump and tank mechanic 
and was doing that work until December 1949. About December 1 Warren Ham- 
ilton, district manager, called me to his cffice and questioned me if I would be 
interested in leasing the Attantic station at 139 Niagara Street, Buffalo. In 
order to buy out the previous dealer I secured a loan from the Buffalo Trust 
branch of the Marine Trust Co. Before the bank would make the loan the 
vice president, Frederick Meyers, contacted Mr. Hamilton to confirm the terms 
of the lease and proposed plan of modernization. At this time Mr. Hamilton 
stated that a modernization program would not exceed 6 weeks’ construction 
nor would it interfere with current business. The confirmation was satisfactory 
and the loan of $3,000 was granted, and I bought out the previous dealer, 
Thomas Galvin on January 1, 1950. 

Around April 1, William Ruppel, sales supervisor, contacted me by phone, 
stating that construction plans had been changed and that it was necessary to 
remove stock and vacate the building within the next few days as the building 
had to be demolished. All the stock was placed in cartons and we waited for 
the contractor to start demolition. It was after May 1 before the contractor 
did start. 

The old building consisted of one room with washroom facilities and an outside 
lift. A plywood shanty was erected by the contractor on the extreme southwest 
corner of the lot, which was not large enough to house stock and equipment. 
Therefore, it was necessary to have personnel on duty 24 hours a day. Along 
about June they tore down the old building and excavated for foundation. One 
wall had been left standing to support the meter board. Three sides of one wash- 
room, with no roof above, was also left to provide toilet facilities. The dirt 
that was excavated was piled on the parking area in such a position as to prevent 
easy entrance and exit and efficient parking of cars, which made it necessary 
to hire an extra man to shift cars. The trench for the foundation remained open, 
and water filled through the month of July, as the concrete was not yet poured. 
This caused loss of business and serious financial loss. Actual construction 
Started in August, and the building was not completed until midnight, October 20, 
when the overhead doors were installed, just a few hours before the grand 
opening. 

It was necessary to dispose of the equipment purchased previously and to in- 
stall new equipment specified by the Atlantic Refining Co. 

To finance this I sold my home and invested this money in the business. Prior 
to the grand opening, company representatives and myself canvassed the streets 
in the area and distributed leaflets advertising the grand opening. The com- 
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pany contracted for advertising by radio and newspaper, which, together with 
the leaflets and giveaways, were paid for by the eight dealers who opened their 
stations simultaneously that day. I figured that these cost in excess of $400. In 
addition we gave out over 900 lubrication certificates which required the efforts 
of myself, 4 full-time men, and several part-time, over the period of a month, 
which labor and material were paid for by me. 

Within 2 weeks a leak developed in the hydraulic lift, which required breaking 
up part of the floor, and the hole was just filled with dirt mounded up, so it 
became tracked around the station, because it was necessary to stand in this dirt 
to lubricate cars. This continued until March. A defective oil furnace blew 
soot all over the place. To meet the supervisor’s constant complaints about 
housekeeping required additional labor. 

About January 1 we noticed a shortage in records. They made numerous 
air tests of the tanks and on January 10 the tanks were uncovered and the leak 
found, It was necessary to replace the tank. This created another upheaval 
of mud and the pile of dirt at the entrance to the parking lot still remained, 
leaving only one entrance to the lot. The company representative and myself 
checked back on the tank-stick readings as compared to pump-meter readings and 
determined gallonage loss of about 1,900 gallons. This torn-up condition and 
the fact that the air tests prevented sales of regular or White Flash gas during 
the time resulted in continued loss of business. 

Around February 25 I received an invitation from the company to attend 
a dinner at the Statler March 6, pertaining to a changeover to Goodyear tires and 
accessories. We had been handling Exide batteries and Lee tires, several lines 
of polishes. Since 139 Niagara Street is the only downtown location of Atlantic 
Co. it was considered the “model” station. The company salesman, Ed Goehler, 
contacted and asked me if I was financially able to display Goodyear products in 
quantities which they wished. I told them I would not be able to put my present 
stock away and display Goodyear exclusively. 

On February 28, shortly after noon, I was called into the office of Mr. Howard 
Van Nortwick, Atlantic district manager, and was told that my lease was being 
terminated immediately and at 3 o’clock the company representative would be at 
the station to take inventory. 

This abrupt termination was in direct violation of my lease which requires 
30 days’ written notice by either party. 

So at 3 o’clock they came in and took inventory and about midnight the station 
was assigned back to the company. No cash payment was made. The com- 
pany agreed to credit my account with them for the value of the inventory and 
they would issue me a statement showing how the account was credited—whether 
I owed them or they owed me. To this date (April 16, 1955) I have received 
no such statement. 

Between February 28 and June 10, I had made several phone calls and personal 
visits to the district office requesting a statement of how my account had been 
eredited. In April 1950, I received a check of about $248 with no explanation 
which I deposited because I needed the money to pay my bills. About June 10, 
1950, I received a letter from Chester Perlman the company attorney stating 
that the check was an error and should have been sent to the new dealer who 
took over. I visited the attorney at his office and requested an accounting. With 
much reluctance he showed me copies of my account and permitted me to see cer- 
tain figures at which time I noted a large discrepancy in my favor. I took the 
matter up with my personal attorney and a suit to recover is still pending. 

From the beginning of the construction in May 1950 until February 28, 1951, 
I made no withdrawals from the business except the amount needed to meet 
payments on the $3,000, bank loan (which totaled about $1,000). I paid off the 

remainder as a personal debt after I was dispossessed together with other 
borrowings. To pay for my groceries I withdrew money which I had con- 
tributed to the Atlantic Co. retirement fund during the period from 1946 to 
1949 when I was a paid employee. I also took occasional employment playing 
in an orchestra in my off-duty hours. 

During the period of my occupancy (14 months) I had 3 leases, the first—on 
the old building until start of construction which was $125 plus 6 percent of gross 
sales excluding gasoline. The second was a gallonage lease plus 30 percent on 
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the parking lot, third was for $175 plus 6 percent plus 30 percent on the parking 
lot with no allowance for the digging up of the lift or the driveway for repairing. 
The foregoing is a true statement. 
FRANK De GLOPPER, 
20 Ruspin Avenue, Buffalo 15, N. Y. 


Sworn to and subscribed before me this 16th day of April 1955. 


Eton B. CARMER, 


Notary Public, State of New York. 
My commission expires March 30, 1957. 


There was only one Atlantic leased location within the city of Buffalo that 
did not change hands, during the period 1946-51, at which time I was employed 
by this company or operating an Atlantic station, which placed me in a position 
to know. 

FRANK De GLOPPER, 
20 Ruspin Avenue, Buffalo 15, N. Y. 


Sworn to and subscribed before me this 16th day of April 1955. 


Eton B. CARMER. 
Notary Public, State of New York. 
My commission expires March 30, 1957. 


Tue THREAT OF COERCION TO THE ECONOMY 


Statement of G. C. Morris, executive director, Automotive Wholesalers of 
Texas, Perry-Brooks Building, Austin, Tex. 


Mr. Chairman, members of the committee, my name is G. C. Morris. I am 
executive director of the Automotive Wholesalers of Texas, a statewide trade 
association of independent businessmen who engage in the business of whole- 
saling tires, batteries, accessories, and replacement parts for automobiles. I am 
submitting this statement at the invitation of the chairman of this subcommittee, 
the Honorable James Roosevelt, on behalf of the members of the AWOT. 

My intent and purpose in this statement is to attempt, briefly, to bring into 
perspective certain key portions of the general problem which this committee 
has had under consideration. I realize that the record of testimony taken in 
previous hearings is already voluminous, and I have purposely omitted detailed 
repetition of many of the legal proceedings and decisions which bear upon the 
subject you are considering. 

The basic issue involved in the question this committee is studying is, first 
and foremost, a matter of principle—not a matter of narrow legalities. 

It is a matter of long-established public policy that in a free, private, and 
competitive economy the exercise of coercion against independent entrepreneurs 
is hostile to the interests of the public. For more than 40 years, this principle 
has been recognized in the Clayton antitrust statutes and in other laws enacted 
by the Congress. 

The guaranty against coercion is the cornerstone on which the whole structure 
of small business enterprises exist, at every level, manufacturing, wholesaling, 
and retailing. 

Today there is a systematic, deliberate, and concerted campaign underway 
to circumvent the existing laws on this subject, which, if successful, can pro- 
foundly alter our entire organization of the economy, substantially lessen com- 
petition, deprive the consuming public of the wholesome benefits—in regard 
both to price and quality of product—of competitive enterprise, and hollow out 
the meaning and value of our antitrust statutes. This campaign is being con- 
ducted by the major companies in two industries: gasoline refining and auto- 
mobile manufacturing. 

In these fields, organized coercion of independent businessmen is being prac- 
ticed as a matter of corporate policy ; likewise, it is a matter of corporate policy, 
condoned by management, to pursue these unlawful coercive practices with elab- 
orate care to obstruct successful prosecution. Both violation of the law and 
evasion of justice are now sanctioned by some of the most respected and most 
important corporations of the Nation. 

The impact of this calculated evasion of the Federal—and State—antitrust 
laws has far-reaching implications and represents, at the minimum, a major 
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challenge to the future existence of small business as a genuine competitor in 
the economy. 

Specifically, the practice to which I refer is the practice of the major gasoline 
refiners and automobile manufacturers in forcing independent dealers and 
cperators to handle exclusively only those tires, batteries, accessories, and parts 
from which the refiners and manufacturers will realize a profit and in which 
they have an interest. 

Exclusive agreements, arrived at by the use of coercion, are unlawful. The 
Federal Trade Commission cease and desist order against General Motors in 
1942, and the more recent decision of the Supreme Court in the Standard Oil 
of California case (837 U. S. 298) leave no doubt as to the illegality of this 
practice. 

Testimony already presented to this committee offers conclusive proof that vio- 
lations of the antitrust laws in this field are continuing and are becoming 
commonplace. The Automotive Wholesalers of Texas has, for some time, 
maintained a file—a growing file—of service station operators and automobile 
dealers who have been subjected to such illegal coercion in Texas. 

For the purposes of this committee’s work, I realize there is no need to recite 
individual cases from one State. The pattern of coercion is a national pattern 
laid down by national, rather than regional or local, corporations. 

If there be any doubt that such coercion is being practiced, I would point 
out that—in Texas, at least—witnesses for the major oil companies virtually 
admitted it in testimony before the Texas Legislature this spring opposing a bill 
sponsored by AWOT to strengthen the anticoercion provisions of the State’s 
antitrust statutes. Those witnesses argued, in one breath, that such legislation 
was unneeded, and, in the next breath, contended that outlawing of coercion 
would work a hardship on them in their relations with their dealers. We have 
letters from at least two major companies stating that they have no interest 
in what their lessees carry, yet these companies were represented at the com- 
mittee hearings in opposition to the anticoercion measure. In charitable terms, 
it is obvious coercion has become such a standard practice in the field that 
prohibition of it would be costly to the major companies. 

The question arises, therefore, as to what are the results of this practice. 
The answer is many-sided. 

Most. directly affected, of course, are the dealers and operators who are 
the victims of the coercive practices. Since this committee already has ex- 
plored this element thoroughly, I will not attempt to go into it in any detail. 

I do want to make these points, for emphasis : 

1. Coereive control over the products that a supposedly independent service 
station lessee or franchised automobile dealer may stock or use deprives him 
of the right to fill his customer’s needs, and further denies him the opportunity 
to control his own pricing policies. 

2. Such practice has a harmful effect upon the economy which reaches back 
to the manufacturing level, since the closing of access to the markets has the 
long-term effect of forcing the independent manufacturers of tires, batteries, ac- 
cessories, and parts to surrender their brand name identity and assume the 
function of subsidiaries to the major marketing firms, or else perish altogether. 
This already has happened widely. For example, many of the parts labeled 
as “genuine” parts, bearing an automobile mantfacturer’s name, are the same 
parts offered by independent jobbers and are made by the same independent 
manufacturer. The representation that the automobile manufacturers make the 
parts bearing their name is false and suggests the need for Federal Trade Com- 
mission scrutiny of this deceptive practice. 

3. In the long run, the public itself is victimized. The average American family 
owns no more sizable investment than an automobile, except of course for a 
house. To a certain extent, the servicing of such automobiles is a captive busi- 
ness, going either to service stations or automobile dealers. The fact that 
this business is captive is the basis for profit from coercive control of what 
dealers and operators can sell. In effect, the major companies engaging in this 
practice are denying the public any benefits from price competition or competi- 
tion on quality. The public is forced to buy only what the major refiners and ear- 
makers: permit to be sold. Such control is clearly monopoly and, in a nation 

ef automobile owners, the privilege of such a monopoly is a source of endless 
and unbridled profit. 

4. Finally, the operation of this flagrant system of coercion is a direct and 
serious—yes, even, grave—threat to the wholesaler business and the entire dis- 
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tributive system which is so important a part of our economy today. I will say 
that it is the studied conclusion of the members of the association I represent 
that if these coercive practices continue at their present rate a majority of the 
automotive wholesalers in our region will be forced out of business within 10 
years. 

I reeognize that the primary focus of congressional interest in small business 
has centered upon two levels of our economy: manufacturing and retail. The 
wholesaler, whatever his field of operations, is more often than not condemned 
or critized as the middleman whose operations increase the expense of com- 
modities to the public. Such criticism is, I believe, founded on misinformation 
and misconception, and I say you cannot keep small business in good health un- 
less the wholesaler enterprises are in good health, too. 

The wholesaler is the equalizer and stabilizer of our national marketing 
apparatus, It is the wholesaler, more than anyone else, who fosters competi- 
tion on prices and, ultimately, competition between small and large retail 
operations. 

No small, unaffiliated retail store—whatever it handles—can compete suc- 
cessfully with large, chain-operated firms if it is forced to bear the expense 
of inventory, warehousing, and other such items carried ordinarily by the 
wholesaler. Likewise, without the wholesaler such operations could not afford 
to stock the wide variety of goods and products now typical of the average 
American retail outlet. Needless to say, these advantages increase in direct 
ratio aS you move away from the concentrated centers of manpfacturing, into 
small-town America. The wholesaler is vitally important to the standard of liv- 
ing in a small-town or rural areas, and is, correspondingly, vital to the prosper- 
ity of the retail merchants in such areas. 

The present pattern of organized coercion, about which I have spoken, pre- 
sents as its ultimate result—if not its aim—the elimination of the independent 
wholesaler. This result will not benefit the consumer, nor will it benefit the 
economy. 

I believe a study by this committee would show that the tires, batteries, 
accessories, and parts sponsored by the major refiners and automobile manufac- 
tures are not selling at prices significantly lower than those handled by in- 
dependent wholesalers. This is inevitable. Most of the wholesaler’s expenses 
remain, even in an integrated operation, and it is, after all, the wholesaler’s 
margin which these companies are hoping to capture by the use of coercion. 

Furthermore, without regard to the legality or illegality of the methods em- 
ployed to achieve the goal, I believe the point should be made that the systematic 
elimination of the independent wholesaler strongly fosters monopoly. With- 
out the wholesaler, the retail market falls to the corporate organization most 
able—in terms of financial reserves—to finance a retail system. This means, 
among other things, that in certain regions or territories, such integrated sys- 
tems can build. a system of virtually exclusive operations, which a competitor 
would find unprofitable to challenge. 

Territorial agreements have long been a characteristic of monoply. By 
eliminating the wholesaler, denying his product’s access to the retail markets, 
overpowering corporate organizations can acquire complete command of the 
markets of whole territories. With the wholesalers’ presence eliminated, such 
unaffiliated operations as independent automotive repair shops or used car dealers 
will be forced to buy parts and other equipment from the dominant monopoly, too. 

Clearly, if small-business men are to retain their independence and their com- 
petitive position in this field, the automotive wholesaler must survive. What is 
true in the automotive field is true, equally, in many other fields. 

It may well be that this committee, within the limits of its jurisdiction, may 
conclude that a reorganization of relations between refiners, automobile manu- 
facturers, and their lessees or franchised dealers may be desirable. 

I do want to point out, however, that the root of the problem may not be in 
the structure of these relationships, but may be primarily in the state of enforce- 
ment of our antitrust laws. 

There can be little doubt that the laws against coercion are being circum- 
vented and violated. I am confident, too, that this committee has studied the 
problem sufficiently to conclude that there is strong evidence that the company- 
dealer relationships are presently being organized to foster coercive control 
over retail policies and, further, that this organization is deliberately calcu- 
lated to thwart legal action for willful and knowing violation of the law. 

The companies are maintaining a legal fiction of their lessee’s independence 
to escape liability for those dealers’ private obligations and obligations to the 
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Government, Federal and State. At the same time, by such universal policies as 
the 1-year lease, company financing, and other such measures, the companies 
are deliberately protecting themselves against complaints of coercion. In simple 
terms, no prosecution for coercion can be undertaken without a dealer's testi- 
mony, but by an intricate web of controls the offending corporations keep the 
dealer in a financially vulnerable position so that such testimony is unlikely. 

Forced reorganization of these relationships—through divorcement legisla- 
tion—might accomplish some good, but I am sure the committee recognizes the 
difficulties which such a course would encounter. The simple fact is that this 
sorry spectacle has eome to pass mostly because the enforcement of existing 
antitrust statutes has broken down. 

There is nothing secret about the fact that the antitrust laws regarding coer- 
cion are being violated and prosecution is being evaded. Again and again, the 
facts have been presented to the law-enforcement agencies of the Federal Govern- 
ment and, insofar as Texas is concerned, to the State governments as well. 

The failure of law-enforcement agencies to prosecute such complaints sug- 
gests several inherent problems: 

1. That the laws regarding coercion are unrealistic and outdated and, as a con- 
sequence, favor the violators. 

2. That the antitrust sections of the law-enforcement agencies are inadte- 
quately staffed and inadequately financed. 

3. That the public is not aware of the significance of these violations, and is, 
therefore, lethargic about demanding action. 

Over recent years, the Federal Government, in particular, has displayed some 
vigor in prosecuting antitrust cases, but the bulk of such actions has concentrated 
in cases involving the monopolizing of markets for raw materials. There has 
been—aside from the Standard of California and Sun Oil cases—little attention 
given to cases in which the public’s pocketbook is immediately concerned. 

This committee through its reports certainly has an opportunity—and, I might 
say, an obligation—to awaken the public to the fact that the long arm of monopoly 
is reaching down to the shelves of the corner filling station and systematically 
eliminating competition. The committee also has an opportunity, if such finding 
is supported by the facts before you, to advise Congress that the Antitrust Divi- 
sion of the Department of Justice must have more appropriations and more per- 
sonnel if small business is to receive the protection contemplated under our anti- 
trust laws. 

Further, I believe this committee should give prime attention to the matter 
of placing in the hands of law-enforcement officers realistic, effective, and 
modern laws to cope with the flagrant and abusive use of coercion as a matter of 
corporate policy. 

On this subject, let me say that the State of Texas has long had some of the 
Nation’s strongest antitrust laws, laws which have enjoyed solid public support 
and vigorous enforcement. The constitution of our State, in fact, declares that, 
“Monopolies are contrary to the genius of a free government, and shall never be 
allowed.” 

Through the various lease arrangements you have often heard discussed here, 
however, the major refiners have succeeded in circumventing the Texas law to 
achieve exclusive agreements through coercion. In the current session of the 
Texas Legislature, the Automotive Wholesalers of Texas sponsored remedial 
legislation to strengthen the antitrust laws on this subject. This legislation was, 
of course, vigorously opposed by representatives of the major oil companies. 

The arguments against this action on the State level follow, I am sure, a 
national pattern, and represent the growing sentiment of contempt for the spirit 
of our antitrust laws. Excluding arguments based solely on matters unique to 
Texas law, I would like to mention briefly certain points which the gasoline 
refiners’ representatives made. 

First, it was argued that such legislation would accomplish the result of 
upsetting contractual relationships between thousands of others in wholly un- 
related industries and systems of distributions. I have no doubt that coercive 
practices are in effect in other industries, but the choice is either to condone 
widespread monopoly because it is commonplace or else attack it because it is 
commonplace. What is wrong is not made right by multiplicity of the error. 

Second, it was argued that the bill should not be favorably considered because 
it would protect the right of only a small percentage of the business community 

to compete. The very purpose of antitrust and antimonopoly legislation, his- 
torically, has been to prevent 100 percent usurpation of the market by monopolies. 
To suggest that when the influence of independents reaches a certain point the 
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law should abandon them is to suggest that the whole concept of our antitrust 
laws be reversed. 

Third, it was argued that any such bill would overturn practices which are 
now necessary for industry ; specifically, it was said that “in this era of assembly- 

line production, manufacturing plants need not only an assured source of parts 
and raw materials but their output must be disposed of as it comes off the 
conveyor belt.” 

This point deserves special attention. It may very well capture the essence 
of the whole change in attitude enveloping American industry. What is being 
said, in effect, is that beyond the point of manufacture all the traditional 
institutions of American competitive enterprise are expendable, that the market- 
place must serve the manufacturers and is their exclusive province, by a right 
which if not divine is at least undeniable. 

I disagree with this concept, both in theory and in application. In a period 
of prosperity during which the market has been chiefly a sellers’ market for 
many products, manufacturers have lost perspective on competition, coming to 
regard sales as more or less automatic. This, in turn, has promoted a willingness 
to discard the traditional channels of distribution and install more direct factory- 
to-customer systems. Such systems may, for the moment, be attractively lucra- 
tive, but, in the long term, the manufacturers may be overreaching themselves by 
grabbing for the retail profit. 

If factory-to-customer systems become normal, the manufacturer’s capital 
investment in distributive facilities becomes excessive, the entry of new com- 
petitors and new products into the market is discouraged far more effectively 
than by monopoly itself, the demands of the market place as reflected by con- 
sumer products preference are recognized much less quickly from company 
controlled one-brand retail outlets, and the waning stimulus of product com- 
petition subtracts from the activity of the market. 

The potential result of all this is (1) that the manufacturers may be creat- 
ing their own depression, and (2) the integration of manufacturing and retailing 
means that faulty judgment or economic setbacks within one organization 
have a much greater impact upon the economy as a whole. Such a system is 
almost sure to result in chronic overproduction which even the healthiest econ- 
omy cannot long survive or sustain. 

Finally, the fourth significant point made in the argument against strengthen- 
ing of anticoercion statutes in Texas was that such a bill might well defeat its 
own purpose, in that the corporations involved might well be forced to change 
to a system of company owned service stations or outlets. 

Much of what I have already pointed out about company-to-customer distribu- 
tive systems argues against this. In his dissent to the Standard of California 
decision, Mr. Justice Douglas did warn that such might result, but he said, 
pointedly, that the present situation “is not ideal from their point of view”’— 
the point of view of the service-station lessees—‘or that of the Nation.’ And 
he added that the alternative of company owned “service-station empires” is “far 
worse from the point of view of both.” 

I cannot accept the proposition, which the refiners submit, that the lawmaking 
bodies of this land are powerless to uphold existing concepts of our antitrust 
laws or that such bodies are unable to prevent a consequence which would be 
“far worse.” 

If coercion is unhealthy, it can be successfully cured. If the cure is itself 
likely to produce an unhealthy reaction, that, too, can be prevented. I do not 
think the situation is impossible or can be so treated, for, if we say that monop- 
oly is inevitable, we are saying that free enterprise is doomed and that repre- 
sentative government is a failure. 

One other point of our Texas experience will, I believe, be useful to this 
committee. In the process of legislative consideration of the AWOT anticoercion 
bill, the opposition to the bill did propose—as a crippling maneuver—the inclu- 
sion of the Clayton Act language which requires proof that the effect of a coercive 
agreement is “to substantially lessen competition or tend to create a monopoly.” 

Inclusion of this language in the Texas bill did not dispel the opposition, but 
the very fact that the Clayton Act language was regarded as crippling should 
cause concern. The reality is that the language quoted gives such a sweep to 
the law that conviction is made impossible on the basis of individual testimony, 
and thousands of violations may have to be proved before it is established that 
coercion is lessening competition or tends to create a monopoly. 

If coercion itself is an evil, then proof of coercion should not necessitate 
impossible proof as to the ultimate effect; nor should the burden fall upon the 
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Government to prove sufficient multiplicity of violations as to present a threat 
of monopoly. 

The evil of the enforcement standards prescribed by the Clayton Act is, in 
effect, that it tends to protect large corporations from like-size competition, 
but does not protect the independent small-business men. In the automotive 
field, for example, a case against one of the majors would, in effect, have to 
prove that these coercive practices were injurious to the competitive position of 
other majors. The effect upon an independent dealer or lessee—which might 
be proportionately far more disastrous—is not given appropriate weight under 
the law as it now stands. 

I feel that this committee can render a valuable service in presenting to the 
Congress recommendations for strengthening the anticoercion provisions of the 
Federal antitrust statutes to afford greater protection and a more realistic 
opportunity for relief to the individual businessman. 

Whatever avenue the committee may travel in approaching a solution to this 
and the other problems developed through this study, I feel it is important to 
keep in focus the urgent need for action. 

This need is twofold. 

First, action is necessary to preserve the channels of distribution and market- 
ing through which the influence of competition takes effect upon the ultimate 
consumer price. Coercion, in any form and on any level, has as its primary aim 
the elimination of competition. When such coercion is employed to deny com- 
petitive enterprise access to the retail market, monopoly is the inevitable conse- 
quence. Furthermore, it should be kept in mind that in an economy such as 
ours—where the market places are often remote from the sources of production— 
an independent, competitive distributive system is as essential to the consumer 
welfare as independent, competitive retail operations. There can be no vigorous 
retail competition without a strong wholesale industry to support it. 

Secondly, action is necessary—urgently necessary—to meet the challenge 
which exists to the very principle of our antitrust laws. Circumvention of these 
laws and evasion of prosecution is, from all evidence at hand, now practiced as 
corporate policy by some of the major refiners and automobile manufacturers 
in the land. This plainly indicates a decline in respect for antitrust statutes, 
and, along with it, a decline in the standards of corporate morality. That, in 
itself, is alarming and disturbing. The toleration of this practice by Govern- 
ment, on all levels, likewise involves a serious issue of governmental morals and 
raises a question as to whether Government is defaulting its essential role of 
protecting the competitiveness of the economic system. 

I would like to submit this warning, written by Judge Thurman Arnold several 
years ago: 

“The real hazard that confronts us is the disappearance of free commercial 
enterprise. The available remedy is to stamp out restraints in trade. * * * 
There are great pressures to keep down appropriations for actual antitrust 
enforcement and to salve our conscience by research and reports on prices which 
emit feeble roars like a toothless lion. * * * 

“The Sherman Act was swept aside in the last war. It had just been revived 
in the Wilson administration by the passage of the Clayton Act and then every- 
body got in a hurry and forgot it. We are, today, paying the price for forget- 
ting it.” 

Clearly, no problem exists here which vigorous, intelligent, and determined 
enforcement of existing antitrust statutes could not cure. Such laws have been 
the great defense of small business. Today, I am sure, small business will bene- 
fit most—not from governmental-dictated reorganization of business—but from 
action to restore diligent enforcement of our antitrust laws. 


May 24, 1954. 
ForRMAL COMPLAINT 


Freprrat TrApE COMMISSION, 
Washington, D.C. 


GENTLEMEN : We pray that you open a docket and cite The Shell Oil Company, 
900 United Bank Building, Cleveland 13, Ohio, for violation of Section 2 of the 
Clayton Act, as amended by Section 1 of the Robinson-Patman Act, and Sec- 
tion 5 of the Federal Trade Commission Act, by reason of the following facts: 

1. Said Shell Oil Company is engaged in interstate commerce. 
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2. Said Shell Oil Company discriminates in price between different purchasers 
of gasoline of equal grade and quality, such purchasers being of the same class, 
that is, retail gasoline dealers (service station operators), such purchasers being 
in the same marketing area and,all being relatively the same distance from the 
Bulk Plant, and the effect of such discrimination is to injure competition. 

8. The discrimination described is evidence by a photostatic copy of an invoice 
attached hereto and made 1 part of this complaint. It will be noted that invoice 
#456731 to Norman L. Steinman, 4129 Pearl Road, Cleveland, Ohio, sets forth 
the statement “Less Competitive Allowance.” Said “Competitive Allowance” is 
in the sum of .07 cents per gallon for both premium and regular gasoline. Said 
“Competitive Allowance” has been granted to this retailer since on or about 
October 22, 1953, to the present date. Said “Competitive Allowance” is given to 
only a few dealers, and a majority of the retailers in the same class and gener- 
ally the same marketing area, do not receive such a rebate. A sign setting the 
retail price of regular gasoline at 26.9 cents per gallon was furnished free by the 
Shell Oil Company to this particular retailer. 

4. The Shell Oil Company has attempted, and is attempting, to influence, 
intimidate, and force gasoline retailers handling its products in the Cleveland, 
Ohio, area into a single company-dictated price pattern, and to sell its gasoline 
at the retail price which it, The Shell Oil Company, dictates. Discriminatory 
wholesale prices are only one of the devices used to dominate and coerce its 
retailers into compliance with ecompany-dictated prices. Other methods used are 
implied threats of lease cancellation or termination of supply agreements. Such 
acts are an unfair method of competition and violative of retailers’ rights. Not 
only have the Shell Oil Company retailers been required to reduce margins of 
profit necessary for their continuance in business, but other retailers have been 
affected by loss of business or by loss of profit to meet the illegal competition 
brought about by price discrimination and dealer domination by the Shell Oil 
Company. 

5. The price discrimination and unfair methods of competition described 
herein are bringing about widespread business failures among service-station 
operators in the Cleveland, Ohio, area. 

An expeditious inquiry by the Federal Trade Commission is urgently requested. 


CLEVELAND INDEPENDENT GASOLINE DEALERS ASSOCIATION, INC., 
By James V. CRESENTE, President. 


May 24, 1954. 

ForMAL COMPLAINT 
FEDERAL TRADE COMMISSION, 
Washington, D. C. 


GENTLEMEN : We pray that you open a docket and cite The Broadway Petroleum 
Corporation, 9108 Miles Avenue; Cleveland 5, Ohio, for violation of Section 2 
of the Clayton Act, as amended by Section .1 of the Robinson-Patman Act, and 
Section 5 of the Federal Trade Commission Act, by reason of the following facts: 

1. Said Broadway Petroleum Corporation is engaged in interstate commerce. 

2. Said Broadway Petroleum Corporation discriminates in price between differ- 
ent purchasers of gasoline of equal grade and quality, such purchasers being 
of the same class, that is, retail gasoline dealers (service station operators), 
such purchasers being in the same marketing area and all being relatively the 
same distance from the Bulk Plant, and the effect of such discrimination is to 
injure competition. 

3. The discrimination described is evidenced by photostatic copy of an invoice 
attached hereto and made a part to this complaint. It will be noted that invoice 
#2287, made out to Brookpark, sets forth a price of 24.6 cents per gallon for 
Atlantic gasoline, and 26.6 cents per gallon for Hi-Are gasoline. To properly 
understand the significance of said prices, it must be pointed out that 2 cents 
per gallon is added to each and every gallon of both brands for debts owed by 
the retailer to the supplier. Thus the true price is 22.6 cents per gallon for 
Atlantic gasoline, and 24.6 cents per gallon for Hi-Are gasoline; this being .07 
cents per gallon lower than generally charged by the Broadway Petroleum 
Corporation to other retailers of the same class in the same marketing area. 

4. The Broadway Petroleum Corporation has attempted, and is attempting, to 
influence, intimidate, and force gasoline retailers handling its products in the 
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Cleveland, Ohio, area into a single company-dictated ‘price pattern, and to sell 
its gasoline at the retail price which it, The Broadway Petroleum Corporation, 
dictates. Discriminatory wholesale prices are only one of the devices used 
to dominate and coerce its retailers into compliance with company-dictated prices. 
Other. methods used are implied threats of lease cancellation or termination of 
supply agreements. Such acts are an unfair method of competition and violative 
of retailers’ rights. Not only have the Broadway Petroleum Corporation re- 
tailers been required to reduce margins of profit necessary for their continuance 
in business, but other retailers have been affected by loss of business or by 
loss of profit to meet the illegal competition brought about by price discrimina- 
tion and dealer domination by the Broadway Petroleum Corporation. 

5. The price discrimination and unfair methods of competition described 
herein are bringing about widespread business failure among service station 
operators in the Cleveland, Ohio, area. 

An expeditious inquiry by the Federal Trade Commission is urgently requested. 

CLEVELAND INDEPENDENT GASOLINE DEALERS ASSOCIATION, INC., 
By JAMES VY. CRESENTE, President. 


May 24, 1954. 
ForMAL COMPLAINT 


FEDERAL TRADE COMMISSION, 
Washington, D. OC. 

GENTLEMEN : We pray that you open a docket and cite the Gulf Refining Com- 
pany, 500 Union Commerce Building, Cleveland 14, Ohio, for violation of Sec- 
tion 2 of the Clayton Act, as amended by Section 1 of the Robinson-Patman Act, 
and Section 5 of the Federal Trade Commission Act, by reason of the following 
facts: 

1. Said Gulf Refining Company is engaged in interstate commerce. 

2. Said Gulf Refining Company discriminates in price between different pur- 
chasers of gasoline of equal grade and quality, such purchasers being of the 
same class—that is, retail gasoline dealers (service station operators)—such 
purchasers being in the same marketing area, and all being relatively the same 
distance from the Bulk Plant, and the effect of such discrimination is to injure 
competition. 

3. The discrimination described is evidenced by photostatic copy of invoice 
attached hereto and made a part of this complaint. It will be noted that invoice 
#G-01852 to W. Kleinpell, West 30th and Broadview, Cleveland, Ohio, sets forth 
a rebate on both the premium and regular gasoline of .07 cents per gallon. 
This particular retailer was informed by his company salesman that his neigh- 
bor was selling regular gasoline at 26.9 cents per gallon, and that if he dropped 
his retail price on regular gasoline to 26.9 cents per gallon, he. would receive 
the .07 cents per gallon rebate, but as he did not fix his price for regular gasoline 
at 26.9 cents per gallon, he did not receive such a rebate. 

4. The Gulf Refining Company has attempted, and is attempting, to influence, 
intimidate, and force gasoline retailers handling its products in the Cleveland, 
Ohio, area into a single company dictated price pattern, and to sell its gasoline 
at the retail price which it, the Gulf Refining Company, dictates. Discrimina- 
tory wholesale prices are only one of the devices used to dominate and coerce 
its retailers into compliance with company dictated prices. Other methods 
used are implied threats of lease cancellation or termination of supply agree- 
ments. Such acts are an unfair method of competition and violative of retailers’ 
rights. Not only have the Gulf Refining Company retailers been required to 
reduce margins of profit necessary for their continuance in business, but other 
retailers have been affected by loss of business or by loss of profit to meet the 
illegal competition brought about by the price discrimination; and the dealer 
domination by the Gulf Refining Company. 

5. The price discrimination and unfair methods of competition described 
herein are bringing about widespread business failures among service station 
operators in the Cleveland, Ohio, area. 

An expeditious inquiry by the Federal Trade Commission is urgently requested. 

CLEVELAND INDEPENDENT GASOLINE DEALERS ASSOCIATION, INC., 
By JaMes V. CRESENTE, President. 
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May 24, 1954 
ForMAL COMPLAINT 
FEepERAL TRADE COMMISSION, 

Washington, D. C. 


GENTLEMEN : We pray that you open a docket and cite The Sinclair Refining 
Company,.2545 West 3 Street, Cleveland 13, Ohio, for violation of Section 2 of 
the Clayton Act, as amended by Section 1 of the Robinson-Patman Act, and 
Section 5 of the Federal Trade Commission Act, by reason of the following facts: 

1. Said Sinclair Refining Company is engaged in interstate commerce. 

2. Said Sinclair Refining Company discriminates in price between different 
purchasers of gasoline of equal grade and quality, such purchasers being of the 
same class, that is, retail gasoline dealers (service-station operators), such 
purchasers. being in the same marketing area and all being relatively the same 
distance from, the Bulk Plant, and the effect of such discrimination is to injure 
competition. 

3. The discrimination described is evidenced by photostatic copies of invoices 
attached hereto and made a part of this complaint. It will be noted that invoice 
# 28667-QT, to H. Heintz, 5347 Pearl Road, Parma, Ohio, sets forth a reduction 
of .05 cents per gallon. Such reduction was given to this retailer from on or 
about October 22, 1953, until on or about December 31, 1953. During this period, 
most other retailers of the same class, in the same marketing area, did not 
receive such a rebate. You will further note that invoice #61994-PV sets forth 
a rebate of .07 cents per gallon on regular gasoline, but no rebates on premium. 
The rebate on regular gasoline has been given to this retailer since on or about 
October 22, 1953, to the present date. Commencing on or about May 19, 1954, a 
rebate of .07 cents per gallon has been given to Mr. Heintz on premium gaso- 
line, as well as the rebate on regular gasoline. To this date, none of the other 
retailers in the same marketing area and of the same class have received such 
a rebate. 

4. The Sinclair Refining Company has attempted, and is attempting, to in- 
fluence, intimidate, and force- gasoline retailers handling its products in the 
Cleveland, Ohio, area into a single company-dictated price pattern, and to sell 
its gasoline at the retail price which it, The Sinclair Refining Company, dictates. 
Discriminatory wholesale prices are only one of the devices used to dominate 
and coerce its retailers into compliance with company-dictated prices. Other 
methods used are implied threats of lease cancellation or termination of supply 
agreements. Such acts are an unfair method of competition and violative of 
retailers’ rights. Not only have the Sinclair Refining Company retailers been 
required to reduce margins of profit necessary for their continuance in business, 
but other retailers have been affected by loss of business or by loss of profit to 
meet the illegal competition brought about by price discrimination and dealer 
domination by The Sinclair Refining Company. 

5. The price discrimination and unfair methods of competition described 
herein are bringing about widespread business failures among service-station 
operators in the Cleveland, Ohio, area. 

An expeditious inquiry by the Federal Trade Commission is urgently requested. 


CLEVELAND INDEPENDENT GASOLINE DEALERS ASSOCIATION, INC., 
By JAmMeEs V. CRESENTE, President. 





May 19, 1954. 
ForMAL COMPLAINT 


FepeRat TRADE ComMISSION, 
Washington, D.C. 


GENTLEMEN : We pray that you open a docket and cite The Pure Oil Products 
Company, 1850 Coltman Road, Cleveland, Ohio, for violation of Section 2 of 
the Clayton Act, as amended by Section 1 of the Robinson-Patman Act, and 
lay 5 of the Federal Trade Commisison Act, by reason of the following 


1. Said Pure Oil Products Company is engaged in interstate commerce. 

2. Said Pure Oil Products Company discriminates in price between different 
purchasers of gasoline of equal grade and quality, such purchasers being of 
the same class, that is, retail gasoline dealers (service-station operators), such 
burchasers being in the same marketing area and all being relatively the same 


ee from the Bulk Plant, and the effect of such discrimination is to injure 
Competition. 
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3. The discrimination described is evidenced by photostatic copies of invoices 
attached. hereto and made a part of this complaint. It will be noted that invoice 
#055627 to F. Hurley, 5448 State Road, Parma 29, Ohio, and invoice #053127 
to B. McClendon, 15173 Brookpark Road, Cleveland 11, Ohio, set forth a price 
of 25.3 cents per gallon for Pure Pep. However, F. Hurley gets a monthly 
rebate check in the sum of 0.07 cent per gallon for every gallon of Pure Pep, 
only, purchased; said check is marked “Temporary Allowance.” B. McClendon 
receives no rebate check as he was told if he would not reduce his retail price 
from 28.7 cents per gallon to 26.9 cents per gallon, he could not get such a 
rebate. This condition has existed from on or about October 22, 1953, to the 
present date. 

4. The Pure Oil Products Company has attempted, and is attempting, to 
influence, intimidate, and force gasoline retailers handling its products in the 
Cleveland, Ohio, area, into a single company-dictated price pattern, and to sell 
its gasoline at the retail price which it, The Pure Oil Products Company, dic- 
tates. Discriminatory wholesaple prices are only one of the devices used to 
dominate and coerce its retailers into compliance with company-dictated prices. 
Other methods used are implied threats of lease cancellation or termination of 
supply agreements. Such acts are an unfair method of competion and violative 
of retailers’ rights. Not only have The Pure Oil Products Company retailers 
been required to reduce margins of profit necessary for their continuance in 
business, but other retailers have been affected by loss of business or by loss 
of profit to meet the illegal competition brought about by price discrimination, 
and dealers domination by The Pue Oil Products Company. 

5. The price discrimination and unfair methods of competition described 
herein, are bringing about widespread business failures among service station 
operators in the Cleveland, Ohio, area. 

An expeditious inquiry by the Federal Trade Commission is urgently re- 
quested. 

CLEVELAND INDEPENDENT GASOLINE 
DEALERS ASSOCIATION, INC., 
By James V. CRESENTE, President. 


ForMAL COMPLAINT 


May 19, 1954. 
FEDERAL TRADE COMMISSION, 
Washington, D. C. 


GENTLEMEN: We pray that you open a docket and cite The Texas Company, 
250 Mahoning Avenue, Cleveland 13, Ohio, for‘ violation of Section 2 of the 
Clayton Act, as amended by Section 1 of the Robinson-Patman Act, and Section 5 
of the Federal Trade Commission Act, by reason of the following facts: 

1. Said Texas Company is engaged in interstate commerce. 

2. Said Texas Company discriminates in price between different purchasers 
of gasoline of equal grade and quality, such purchasers being of the same class, 
that is, retail gasoline dealers (service-station operators), such purchasers being 
in the same marketing area, and all being relatively the same distance from 
the Bulk Plant, and the effect of such discrimination is to injure competition. 

3. The discrimination described is ¢vfdenced by photostatic copies of invoices 
attached hereto and made a part of this complaint. Invoice #E—066266 to 
Edward George, West 60 and Brookpark, Parma, Ohio, shows a delivered price 
of 24.6 cents per gallon for Sky Chief gasoline and 22.6 cents per gallon for Fire 
Chief gasoline. This price has prevailed at this outlet from on or about October 
22, 1953, to the present date. However, almost all other dealers of the same 
class, in the same marketing area, haye paid a delivered price of 25.3 cents per 
gallon for Sky Chief gasoline and 23.3 cents per gallon for Fire Chief gasoline. 

4. The Texas Company has attempted, and is attempting, to influence, intimi- 
date, and force gasoline retailers handling its products in the Cleveland, Ohio, 
area, into a single company-dictated price pattern, and to sell its gasoline at 
the retail price which it, The Texas Company, dictates. Discriminatory whole- 
sale prices are only one of the devices used to dominate and coerce its retailers 
into compliance with company-dictated prices. Other methods used are implied 
threats of lease cancellation or termination of supply agreements. Such acts 
are an unfair method of competition and violative of retailers’ rights. Not only 
have The Texas Company retailers been required to reduce margins of profit 
necessary for their continuance in business, but other retailers have been 
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affected by loss of business or by loss of profit to meet the illegal competition 
brought about by price discrimination, and dealer domination by the Texas 
Company. 

5. The price discrimination and unfair methods of competition described 
herein, are bringing about widespread business failures among service-station 
cperators in the Cleveland, Ohio, area. 

An expeditious inquiry by the Federal Trade Commission is urgently requested. 


CLEVELAND INDEPENDENT GASOLINE 
DEALERS ASSOCIATION, INC., 
By JAmEs P. CreseNnre, President. 


May 19, 1954. 
FoRMAL COMPLAINT 


FEDERAL TRADE COMMISSION, 
Washington, D. C. 


GENTLEMEN: We pray that you open a docket and cite The Standard Oil 
Company (Ohio) of Cleveland, Ohio; for violation of Section 2 of the Clayton 
Act, as amended by Section 1 of the Robinson-Patman Act, and Section 5 of the 
Federal Trade Commission Act, by reason of the following facts: 

1. Said Standard Oil Company (Ohio) is engaged in interstate commerce. 

2. Said Standard Oil Company (Ohio) discriminates in price between different 
purchasers of gasoline of equal grade and quality, such purchasers being of the 
same class, that is, retail gasoline dealers (service station operators), such pur- 
chasers being in the same marketing area and all being relatively the same dis- 
tance from the Bulk Plant, and the effect of such discrimination is to injure com- 
petition. 

3. The Discrimination described is evidenced by photostatic copies of invoices 
attached hereto and made a part of this complaint. As will be seen from an 
examination of invoice #951230—A to Sterling I. Radway, 2335 Broadview, Cleve- 
land 9, Ohio, the price of Supreme gasoline is 24.6 cents per gallon. It is to be 
noted that the 25.3 cents per gailon has been scratched out. The 25.3 cents per 
gallon for Supreme is the regular charge to most of the similar outlets in the 
same marketing area, and to dealers of the same class. As will further be seen 
from examination of invoice #952175-A to Charles T. Thomason, 15201 Brook- 
park Road, Cleveland 11, Ohio, the price of Supreme gasoline is 24.6 cents per 
gallon. It is to be noted that the 25.3 cents per gallon has been scratched out. 
In this same marketing area, most other dealers of the same class are charged 
25.3 cents per gallon. It will be further noted from the two (2) invoices above 
set forth, that the price of X-Tane gasoline is set forth at 22.6 cents per gallon, 
and that the 23.3 cents per gallon has been scratched out. Most of the dealers 
of the same class in the same marketing area, are charged 23.3 cents per gallon 
for such gasoline. 

4. From on or about the 22d day of October 1953, to the present date, said 
Standard Oil Company (Ohio) has engaged in the practice of selling identical 
grades of gasoline to its retail dealers at two (2) different posted prices, to dealers 
of the same class. Dealers are told that they will receive preferential treat- 
ment on price, if they reduce their retail price to the public. 

5. The Standard Oil Company (Ohio) has attempted, and is attempting, to 
influence, intimidate, and force gasoline retailers handling its products in the 
Cleveland, Ohio, area, into a single company-dictated price pattern, and to sell 
its gasoline at the retail price which it, The Standard Oil Company (Ohio), 
dictates. Discriminatory wholesale prices are only one of the devices used to 
dominate and coerce its retailers into compliance with company-dictated prices. 
Other methods used are implied threats of lease cancellation or termination of 
supply aggrements. Such acts are an unfair method of competition and vio- 
lative of retailers’ rights. Not only have Standard Oil Company (Ohio) re- 
tailers been required to reduce margins of profit necessary for their continuance 
in business, but other retailers have been affected by loss of business or by loss 
of profit to meet the illegal competition brought about by price discrimination, 
and dealer domination by the Standard Ohio Company (Ohio). 

6. The price discrimination and unfair methods of competition described 
herein, are bringing about widespread business failures among service station 
operators in the Cleveland, Ohio, area. 

An expeditious inquiry by the Federal Trade Commission is urgently re- 
quested. 

CLEVELAND INDEPENDENT GASOLINE DEALERS ASSOCIATION, INC., 
By James V. CRESENTE, President. 
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Feperat TRADE COMMISSION, 
Washington, D. C., June 8, 1954. 
Re BAM 3591. 


Mr. JAMES Y. CRESENTE, 
President, Cleveland Independent Gasoline Dealers Association, Inc. 
Cleveland, Ohio. 


Deak Mr. CresEeNntTE: This will acknowledge receipt of the complaints regis- 
tered by your association with regard to the pricing practices followed in the 
Cleveland area by the Pure Oil Products Co., Shell Oil Co., Sinclair Refining 
Co., Gulf Refining Co., the Broadway Petroleum Corp., the Texas Co., and the 
Standard Oil Co. (Ohio). 

From an examination of these various complaints it appears that the oil 
companies in question are discriminating in price between their respective 
dealers by granting temporary competitive allowances of from 0.5 to 0.7 cent 
per gallon on the condition that such dealers will reduce the retail price of gaso- 
line to a specified figure. 

In considering your request for an expeditious investigation of this matter, it 
should first be stated that the Commission has received, and continues to receive, 
numerous complaints alleging violation of the Robinson-Patman Act on the 
part of major oil companies in all sections of the country. In practically all of 
those instances in which investigations have been conducted, it has been estab- 
lished that the complained of discriminatory pricing practices were being fol- 
lowed in connection with local gasoline price wars which were the outgrowth 
of efforts by the major oil companies to meet the competition of dealers selling 
nonbranded gasoline at reduced prices. Under such circumstances, no correc- 
tive action has been taken by the Commission because of the defense available 
to the sellers under section 2 (b) of the Robinson-Patman Act which provides, 
in substance, that a seller may defend himself against a charge of unlawful 
discrimination in price by showing that his lower price was granted in good faith 
for the purpose of meeting an equally low price of a competitor. 

In Standard Oil Company v. Federal Trade Commission (340 U. S. 231) the 
Supreme Court declared that section 2 (b) provides a substantive defense to a 
charge of unlawful price discrimination regardless of the fact that competitive 
injury is sustained by customers to whom the lower price is not made available. 
In passing upon this point, the Court stated in part as follows: 

“In a case where a seller sustains the burden of proof placed upon it to estab- 
lish its defense under section 2 (b), we find no reason to destroy that defense 
indirectly, merely because it also appears that the beneficiaries of the seller’s 
price reductions may derive a competitive advantage from them or may, in a 
natural course of events, reduce their own resale prices to their customers. It 
must have been obvious to Congress that any price reduction to any dealer may 
always affect competition at that dealer’s level as well as at the dealer’s resale 
level, whether or not the reduction to the dealer is discriminatory. * * * We 
may, therefore, conclude that Congress meant to permit the natural consequences 
to follow the seller’s action in meeting in good faith a lawful and equally low 
price of its competitor.” 

In the light of this construction of the statute, it follows that a seller is within 
his legal rights in confining his price reductions to dealers in the vicinity of the 
dealer or dealers whose competition he seeks to meet, even though such action 
results in injury to customers to whom similar reductions are not made available. 

On the basis of the facts set forth in your letters, it does not appear that the 
situation prevailing in the Cleveland area at the present time differs materially 
from other situations in which investigations have been conducted and in which 
it was determined that no corrective action was warranted. In view of this fact, 
and because of our experience in investigations of numerous matters in which 
similar charges were made, it is not believed that the Commission, with its 
limited manpower and financial resources, would be warranted in conducting the 
requested investigation. 

Another factor which has a material bearing upon our conclusion in this regard 
relates to investigations in the gasoline industry which are presently being con 
ducted by the Department of Justice. These investigations include inquiry con- 
cerning the same practices referred to by you, i. e., discriminations in price and 
use of coercive tactics to fix the retail price of gasoline and, in addition, involve 
several of the same refiners. It would appear, therefore, that any action by the 
Commission at this time would represent a departure from the established policy 
of both the Commission and the Department of Justice to avoid duplication of 
effort in matters in which both agencies exercise concurrent jurisdiction. 





: [ am sure that Mr. Taylor will be pleased to confer with you regarding the 

> problems confronting the members of your association. 

Very truly yours, 

. SHERMAN R. HI, 

e Chief Project Attorney. 

y 

h CLEVELAND 15, Ount0, February 25, 1955. 

t, Mr. WitiiAm Snow, 

2 Attorney at Law, Toledo 4, Ohio. 

ne Dear Brit: Enclosed herewith, please find copies of complaints to FTC, and 
their answering letters. (Please return the enclosures when you have finished 

rd With them.) 

ee _I might further point out that I met with Mr. Taylor here in Cleveland two 

wt times, and that Jim and I met with him once. In all of these conferences, we 

nd Were informed that the FTC had its hands tied as the Department of Justice 

ive Was working on this problem and thus, the FTC could not enter into it. 

the I shall have Jim forward the other information which you requested, the 

icy tarly part of next week. 

of Very truly yours, 
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In view of the foregoing, it is not believed that the Commission would be war- 
ranted in conducting further action with respect to this matter at the present 
time. 


Very truly yours, 
Harry A. BABCOCK, 
Director, Bureau of Investigation. 


JULY 8, 1954. 
Re BAM 3591. 
Mr. Harry A. BABCcocK, 
Director, Bureau of Investigation, 
Federal Trade Commission, Washington, D. C. 

DEAR Mr. Barcock: Your letter of June 8, 1954, relative to the complaints 
registered by the Cleveland Independent Gasoline Dealers Association, has 
been taken under advisement by the association and its legal counsel. 

Let me, at the outset, thank you for your courteous reply, and for the infer- 
mation contained in your letter. 

Upon reading the case of Standard Oil Co. v. Federal Trade Commission (340 
U. S. 231), I can see the defense that would be used to our complaints. How- 
ever, in the case of our marketing area a reduction in tank-wagon price was 
made to dealers who could not, even though they wanted to. purchase their 
gasoline needs from any other supplier. Thus, I believe that our case differs 
substantially from the Standard Oil case. 

I recently read that the Federal Trade Commission has opened an office in 
Cleveland. I firmly believe that should it be possible for me to discuss, with 
your investigators, the facts existing in this marketing area, a need for correc- 
tive action could clearly be shown. With this in mind, it would be appreciated 
if you would tell me who I might contact in the Cleveland office to discuss our 
problem. 

Again allow me to thank you for your cooperation in this matter, and I 
remain, 

Very truly yours, 















JAMES V. CRESENTE, 
President. 












FEDERAL TRADE COMMISSION, 
BuREAU OF INVESTIGATION, 
Washington 25, July 27, 1954. 
Re File 5411442. 
Mr. JAMES V. CRESENTE, 
President, Cleveland Gasoline Dealers Association, Inc., 
Cleveland 15, Ohio. 


Dear Mr. CRESENTE: In response to the request contained in your letter of 
July 8, 1954, you are advised that Mr. Vernon E. Taylor is the manager of the 
Commission’s Cleveland branch office, which is located in room 1128, Standard 
Suilding. The telephone number is Prospect 16575. 





















JosEPH A. THIEL, 
Attorney at Lav. 
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